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This book is the culmination of my doctoral research at the ICS.  Through my 
experiences as a Ph.D student I have learned many important things – but here I 
would like to focus on just two of these.  First, completing my Ph.D was perhaps one 
of the greatest challenges that I have willingly undertaken.  Second, without the help 
of many people I would never have been able to complete this study.  Now I would 
like to take this opportunity to thank some of them.   
 
I benefited enormously from the support of my supervisors.  Both were always 
approachable and encouraging.  Firstly, I would like to thank Siegwart Lindenberg for 
all his help in guiding me throughout this study.  His ideas had a strong impact on my 
dissertation and I learned very much from our discussions together.  As a supervisor 
his kindness and optimism were particularly helpful when the going got tough!  
Besides his invaluable help with all methodological affairs, Tom Snijders also helped 
me to develop my ideas.  Our discussions together were always constructive and 
throughout my study he also helped me very much to sharpen my thinking.   
 
The data collection for the study was made possible by the help of many people.  I 
would in particular like to thank Breda Halpin, Michael Carolan and the never-ending 
list of kind-hearted, ex-colleagues from the National University of Ireland Maynooth.  
I would like to thank you all for your effort and encouragement with the 
implementation of the pilot study.  The support of Professor Peter Abell and the 
London School of Economics was very important for the main data collection for this 
study.  All my colleagues at the ICS kindly downed tools to help me complete what 
are possibly, some of the most tedious tasks known to researchers - packing 
questionnaires into envelopes, sealing and addressing envelopes and of course, 
carrying boxes to and from the post!  For all of your help at that time, I am very much 
indebted. 
 
I would like to thank Linda Karr for the editing work she did on an earlier version of 
the manuscript of this book.  I am also very grateful to Marieke van der Wal who 
translated the final summary into Dutch and to Mirjam Plantinga who kindly carried 
out a final editing of the summary.   
 
Throughout my time at the ICS I have had the pleasure of many colleagues who made 
the ICS the enjoyable experience it was.  I would first like to thank those from my 
year groups:  Martin van der Gaag, Corine Hoeben, Renée van der Hulst,  
Annelies Kassenberg, Carlijne Philips, Karoly Takacs, and Marieke van der Wal.   
Throughout my time at the ICS I have also benefited from several colleagues’ interest 
in my work, in particular I would like to mention Andreas Flache, Ferry Koster and 
Rafael Wittek - all who have read earlier versions of my work and whose 
encouragement was appreciated.  Rie Bosman, Cathrynke Dijkstra, Bertus Posma, 
Jenny van Bachum, Jetty Mosselaar and Greetje Dol on many occasions helped me 
with many practical affairs.   
                                                 
1 I gratefully acknowledge the grants received for this study from the Netherlands 






Outside the ICS, I would like to thank Deirdre Kirke for her kindness and 
encouragement shown to me in the early stage of my doctoral work. Thanks also to 
Killian Halpin who frequently shared with me his wisdom on how to reach the end of 
a Ph.D study.   
 
Two people, above all, were critical to the completion of this book.  I owe a 
tremendous debt of gratitude to my mother, Bríd Halpin, who has been an unfaltering 
source of unconditional support and inspiration. Thanks to her generous spirit, I 
overcame many, many obstacles during my study.  But for the help of my husband, 
Peter Mühlau I most likely would have fallen at the first few hurdles.  My study has 
profited enormously from his vast experience and his unrelenting willingness to help 
me.  Through Peter’s efforts to help me avoid notorious pitfalls, I have had the 
opportunity to learn so much more from my doctoral work.  Finally, Peter has 
provided me with the inspiration and courage I needed to keep going.  For his 









Chapter 1: Introduction           1 
 
Chapter 2: Human Resource Practices and Complementarity: 
 The High Performance Bundle        11 
 
Chapter 3: Ireland and the Netherlands:  Societal Contexts     39 
  
Chapter 4: Research design, data collection and the samples     75 
 
Chapter 5: Identifying types of HR management        93 
 
Chapter 6: Does high performance human resource  
management improve employee performance?  117 
  
Chapter 7: Does the high performance human resource bundle   131 
 improve company performance? 
 
Chapter 8: The adoption of the high performance human  
resource bundle:  An integration of  
contingency and neo-institutional theories      173 
 
Chapter 9: Summary and Conclusions        197 
 
Appendix           219 
 
Dutch language summary           239 
 













Perhaps one of the most remarkable developments in recent decades is the 
relentless impact of processes of internationalisation on organisations of all types, 
all sizes, and operating in all sectors.  Advances in science and technology have 
contributed to the internationalisation of production and financial markets, 
consumption patterns as well as the entire re-structuring of economies.  In 
advanced economies, this process has led to an increase in the importance of skill 
and knowledge as the firm’s main source of added value (Wood 1994).  An 
important implication of this internationalisation process is that work and 
employment are increasingly affected by pan international rather than national 
policies and activities (Brewster 1992).   Increasingly tightened competition 
implies that, regardless of the country in which they operate, companies are all 
under pressure to develop their human resources in order to sustain a competitive 
advantage in the knowledge-based economy (OECD, 1998a).   
 
Scholars and practitioners alike are increasingly of the opinion that companies 
need to react to these conditions by cultivating a competence in human resource 
(hereafter referred to as HR) management.   Hence, what once was considered to 
be a peripheral function in organisational life and a cost to be minimised, is now 
widely considered to be a key aspect of strategic management practice (Jackson 
and Schuler 1995; Schuler and Jackson 1987; Huselid, Jackson and Schuler 1997; 
Youndt, Snell Dean and Lepak 1996).  Generating ways to motivate employees to 
work hard, with flexibility and speed, while remaining a considerable challenge, is 











How should firms go about this?   A substantial and growing body of research 
claims that enormous economic returns can be obtained through the 
implementation of what are variously called flexible production systems 
(MacDuffie 1995; Pil and MacDuffie 1996), high involvement (Lawler 1986), 
high commitment (Walton 1985), high performance work systems (Becker and 
Huselid 1998) and high performance HR management (Becker and Huselid 
1998a;  Pfeffer 1994; 1998).  All of these share the idea that the practices are 
valued for their strategic quality. That is to say, when compared to predecessors, 
they are unsurpassable in their ability to forge for the firm a skilled and flexible 
workforce and to create more co-operative labour-management relations that 
encourage employees to work harder (Goddard and Delaney, 2000).   Many argue 
that while high performance HR management increases a company's productivity 
and profits (Ichniowski, Shaw and Prennushi 1997; Huselid 1995), the effect is 
even more pronounced when complementary bundles are used together (Pfeffer 
1994; Arthur 1994;  Huselid 1995;  Kochman and Osterman 1994;  MacDuffie 
1995).   Many suggest that the potential of this high performance HR bundle holds 
good for the performance of all organisations, across all industries, irrespective of 
context  (Pfeffer, 1994;  Ichniowski et al, 1997).    
 
Several prominent issues in both the general HR management literature and that 
of strategic HR management (SHRM) motivated this study.   One important 
question is whether the high performance HR bundle can be applied with equal 
success in all contexts?  The lion’s share of research that has been conducted on 
this question has taken place either in the United States or the United Kingdom.  
Additionally, it has been largely confined to single industry studies.  This study 
however examines the use and effectiveness of high performance HR 
management in two countries: Ireland and the Netherlands.  Both of these 
European countries have small, open economies, and the companies operating 
within them are exposed to similar processes of internationalisation.  Similarly, 
they are bombarded with pressure to re-structure and find new, challenging 
techniques for managing their human resources (Looise and Paauwe 2001;  
Heraty and Morley 2000; Heffernan and Flood 2000;  Gunnigle, Flood, Morley 
and Turner 1994).   Ireland and the Netherlands, however, demonstrate distinct 
differences in cultural orientation and reflect very different approaches to the 
employment of people and the provision of education and training.  Including 
 
 






opportunities, increasing competition and mounting uncertainty (Cappelli, 1999).  
Klein (1989) stresses that unless management looks beyond the benefits 
associated with new practices and considers also the extent of discontinuity and 
disturbance that can arise with implementing these practices, the result may well 
be contrary to management’s intentions, practices such as high-commitment work 
systems may actually undermine and erode rather than improve employee morale 
and motivation. Furthermore, what is less clear is whether employee welfare, in 
particular the quality of working life, are also enhanced by this human resource 
approach (see Osterman, 2000;  Appelbaum et al 2000 for the US;  Godard, 2001 
for Canada;  Ramsay et al 2000 for UK).   
 
In the development of the theoretical basis for the concept of the bundle, these 
seemingly positive and negative dimensions of the high performance practices 
should be accounted for.  The theoretical framework of this study proceeds from 
this very premise.  The theoretical basis that is developed for the high 
performance bundle must reflect why, despite the fact that the practices can incur 
both positive and negative effects, the net effect of the bundle on employee 
performance would nevertheless be positive.  To this end, both the strengths and 
shortcomings of the practices will be examined and, in light of these, the 
relationships among these practices will be discussed in terms of their mutual 
complementarity. 
 
Having derived the theoretical basis for the high performance human resource 
bundle the question remains of whether companies actually use this bundle.  For 
example, Osterman (1994) and Gittleman et al (1998) failed to find companies 
that consistently used innovative work practices that could be identified as 
constituents of flexible work systems.  The second research question of this study 
is therefore: Do companies in Ireland and the Netherlands use a distinct high 
performance HR bundle?  To this end, the structure of the Irish and Dutch data 
will be examined in order to establish whether the high performance bundle 
constitutes a distinct type of HR management used in these countries.  
Furthermore, the analysis will establish whether companies in these countries also 
use other approaches to HR management.   
 
By what mechanism(s) does the high performance human resource bundle affect 
the performance of a firm?  Many claim that the importance of the high 
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 5 
performance bundle can be attributed to ‘complementarities’ among the 
constituent practices (Ichniowski, Shaw, Prennushi 1997;  Huselid 1995). In other  
words, the importance lies in the internal consistency and mutually reinforcing 
character of the practices.  If this is indeed the case, performance effects should be 
contingent upon adopting the full repertoire of high performance practices:  
performance gains should fail to be realised if practices are implemented in a 
piecemeal fashion.  The third research objective of this study is: to determine 
whether there is evidence to suggest that the high performance bundle improves 
employee performance to a greater extent than other approaches to human 
resource management used by companies and further, whether complementarities 
between the constituent practices account for the superiority of the high 
performance human resource bundle.    
 
Even if the high performance bundle does improve employee performance, how 
does this translate into company performance?  The general assumption in the 
literature is that the causal direction runs from the high performance HR bundle to 
employee performance and on to company performance (MacDuffie 1995; Arthur 
1994; Ichniowski, Shaw and Prennushi, 1997), although few studies try to 
demonstrate this.  The most common approach is to focus on the relationship 
between the high performance bundle and one single level outcome, such as 
employee performance (Appelbaum and Batt 2000; Goddard 2001), production 
performance (Arthur 1994; MacDuffie 1995; Ichniowski et al 1997), or corporate 
performance (Huselid 1995; Becker and Huselid 1998).  Incorporating all three 
performance outcomes in theoretical as well as empirical terms is therefore a 
much-needed step.  The theoretical approach developed in this study traces the 
effect of the high performance bundle from its impact at the employee level, 
through to the impact at the production system level and finally, to the level of 
company performance.  This brings us to the fourth research question of the study:  
Does the high performance human resource bundle improve company 
performance, and if so can this be attributed to the effects of the bundle on 
employee and production performance? 
 
If the high performance HR bundle on average, improves company performance, 
does this imply that all companies can translate the effects of the high 
performance HR bundle into company level performance improvements? Two 
primary perspectives –  the universal and contingency approaches – have been 
 
 






used to describe the link between HR management and company performance.  
The contingency perspective posits that a company's business strategy or posture 
augments or diminishes the impact of HR management on performance (Jackson, 
Schuler and Rivero 1989; Miles and Snow 1984; Arthur 1992; 1994; Huselid, 
1995; Youndt Snel Dean and Lepak 1996; Delery and Doty 1996; Huselid, 
Jackson and Schuler, 1997; Ostroff, 2000).  In this study, specific attention is 
given to examining the moderating role of the company's business strategy (Guest 
1987; Arthur 1994; Youndt, Snel, Dean and Lepak 1996).  Hence the fifth 
research question is: Does a company's business strategy moderate the 
relationship between the high performance HR bundle and company 
performance?   
 
Why should a company use high performance HR management?  The claim is 
that, given the increasingly competitive nature in which companies operate, old 
style personnel amounts to little more than dead weight.  The claim is that 
companies must learn that, through the effective management of their human 
resources, they can develop core competencies, and improve the flexibility and 
innovativeness of their operations.  The adoption of this HR strategy by 
companies, however, has been modest at best – perhaps even low (MacDuffie and 
Pil 1995;  Roche 1999).  This outcome confounds the expectations of most 
theories that predict that the high performance bundle becomes the dominant 
strategy.  The ascendancy to dominance is expected to occur either through a 
process of selection that winnows out less adaptive strategies, or through 
contagion.  One version of contagion theory would predict that the success of the 
high performance bundle would spark more mimicry independent of competitive 
pressure (Cohen 1995).   
 
An important step in resolving this issue is to identify the processes involved in 
the diffusion and adoption of the high performance HR bundle.  This is the sixth 
research objective of this study.  The theoretical framework developed to deal 
with this question integrates 'rational accounts' with insights regarding processes 
of institutionalisation: the purpose here is to distinguish the conditions that induce 
companies to adopt HR practices strategically from those conditions that are 
associated with companies that mimic the adoption choices made by other 
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these two countries allows the examination, in a comparative context, of such 
issues as to the extent of use of high performance  
HR practices as well as studying the benefits that companies may reap from using 
these HR practices.   
 
A second area of debate in the literature is the definition and conceptualisation of 
the high performance HR bundle.  Many contrast it with either the 'rigid Fordist' 
system of supervision and fragmented job tasks or with the more traditional and 
bureaucratic approach to organisation, in which internal labour markets, seniority-
based advancement criterion, and employment security are considered to be 
obstacles to flexibility and a high-effort work culture.  Some studies build around 
the notion of high-performance, others high-involvement, and yet others high-
commitment or flexible production systems.  Studies vary dramatically in the 
number of practices considered to be included in the bundle.  Some studies reflect 
a somewhat functional conception of HR management, seeing the selection of 
practices as confined to performance management and training. Others enlarge the 
bundle by incorporating employment security, grievance procedures, work 
organisation practices, and the minimisation of status differences between 
employees.  Much of this variation seems to depend upon the theoretical tradition 
within which the study is embedded (Lewin, 2001).  Nevertheless, each 
combination is presented as the definitive high performance bundle.  
 
This brings us to the first research objective of this study:  that is, to arrive at a 
theoretical basis for the bundling of certain human resource practices.   
 
An important starting point for meeting this objective is the quite prominent 
assumption from the literature, that when a company applies the high performance 
human resource bundle, the experience and responses of employees are 
resoundingly positive. This assumption requires closer attention.  The complexity 
of and problems associated with implementation, are well recognised in the 
literature (e.g. Lazear 1998) as is the phenomenon of mixed outcomes.  Moreover, 
the fact that high performance work environments are renowned not only for their 
innovative and cutting edge qualities but also for the levels of stress associated 
with them is not reflected in the thinking about high performance HR 
management.  In fact, the stress may even amount to distress, given the tendency 
for companies to restructure their work conditions in response to tightening 
 
 
Chapter 1:    Introduction 
_____________________________________________________________   
                                                                                              
 
 7 
Finally, as mentioned earlier, Ireland and the Netherlands represent considerably 
different societal contexts.  The societal effect approach suggests that institutional  
and cultural contexts shape the strategic choices made by management with regard 
to organisational forms, activities and practices (Kochan, Katz and McKersie 
1986), as demonstrated by (Maurice et al 1980; 1986;  Sorge 1991;  Sorge et al 
1986).  Consequently another objective of this study is to examine whether there 
are similar patterns in the adoption of high performance HR management to be 
found in Ireland and the Netherlands.  Furthermore, consideration will also be 
given throughout the book to determining whether there are differences between 
Ireland and the Netherlands regarding the effects that the high performance HR 
bundle exerts on employee and company performances.   
 
1.3 Summary and outline of the Book  
 
This book contains nine chapters.  Each subsequent chapter addresses one of the 
research questions.  Chapter 2 begins with the first research question and therefore 
in this chapter a theoretical underpinning for the high performance HR bundle is 
suggested.  This requires several issues to be accounted for theoretically: the 
practices to be included, how they are related to one another, and the types of 
impact on performance that can be expected from applying the bundle of 
practices. Based on the theoretical framework, the chapter concludes by 
specifying the resultant principal hypotheses, which guide the development of 
subsequent chapters.   
 
Before proceeding with the empirical studies, Chapter 3 provides an overview of 
Ireland and the Netherlands.  This chapter seeks to compile a descriptive overview 
of the economies, the primary institutions and practices in the countries along 
with a discussion of the cultural orientation of the people.  Apart from the obvious 
descriptive benefit of this chapter, it also allows comparison, pointing up the main 
overlaps and differences between societal contexts of the two countries.     
 
Chapter 4 presents methodological details pertaining to conducting the empirical 
study.  This is comprised of data collection from companies based in Ireland and 
the Netherlands.  This chapter outlines the research design, data collection 
procedures and details of the sampling method used.  This chapter discusses the 
difficulties inherent in conducting a study such as this, along with details about 
 
 






how some of these difficulties were finally resolved (or not!).  Finally, for the 
reader's information, the chapter presents a descriptive overview of the companies 
participating in the study.   
As mentioned earlier, having developed a theoretical rationale for the high 
performance bundle the question still remains whether such a distinctive bundle of 
high performance HR practices can be empirically found or corroborated.  This 
issue is taken up in Chapter 5 where the Irish and Dutch data sets are used to 
examine the types of HR management bundles that companies use.  Cluster 
analysis is applied with the purpose of examining the data for structure in terms of 
use of the high performance HR practices.   
 
The third research question is addressed in chapter 6.  This involves testing 
whether the high performance human resource bundle is most effective in 
improving employee performance. In this chapter, particular attention is given to 
establishing (a) whether the high performance bundle is the most effective and (b) 
whether the bundle or system effect has a greater effect than any of the individual 
practices. 
 
Chapter 7 deals with whether the high performance bundle has positive effects on 
company performance.  A pivotal idea in this study is that the relationship 
between the high performance bundle and company performance is driven first by 
the effect that the bundle has on employee performance:  The high performance 
bundle is expected to have an effect on a range of employee performance 
dimensions, such as training, work motivation, co-operation, conscientiousness, 
and discipline, among others. This wide scope of effects is in turn predicted to be 
vital in determining the quality and innovativeness of the company's production 
performance.  Production performance in its turn is a major inflow or determinant 
of a firm's company level performance. In short, the relationship between the high 
performance HR bundle and company performance is depicted as being mediated 
by both employee and production performance. Given the elaborate nature of high 
performance HR practices, however, it is expected that implementing the strategy 
will also incur considerable costs.  Thus it cannot be taken for granted that the 
positive effect of the bundle on employee performance will necessarily translate 
into improvements in company performance.  In order for this to occur, 
companies must absorb high costs.  Companies using a differentiation business 
strategy are suggested to be in such a position.  Due to the high price elasticity of 
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the markets in which these companies operate, it is suggested that, for 
differentiators, the relationship between the high performance HR bundle and  
company performance is strongest.  Chapter 7 tests this causal path using the two 
data sets.   
 
If the high performance HR bundle is such a success, companies should reflect 
this in their adoption of the bundle.  Empirical studies however report a modest 
diffusion.  The main task of Chapter 8 is to develop a theoretical framework that 
can resolve the apparent contradiction between theory and fact. The main 
objective of the chapter is to consider the factors associated with the spread of the 
bundle across companies in order to clarify when companies will or will not 
decide to adopt.   
 
Finally, Chapter 9 summarizes the main findings of all the empirical studies 
presented in this book, with respect to the theoretical frameworks informing each 
of the studies.  This chapter also discusses the relationship between the high 
performance HR bundle and employee performance in terms of the match 
between HR practices and the institutional and cultural context of companies in 
the two countries.  Appendix A to this book contains all the details regarding the 
operationalisation and summary statistics of all the concepts applied in this study.   
 
  
Chapter 2   
             
  
Human resource practices  
and complementarity:   





The importance of the  ‘bundle’ of mutually reinforcing practices, is usually 
considered to lie in the fact that it represents a reversal of past Taylorist methods 
and is assumed to generate high performance.  Despite the prominent use of the 
term in the literature however, little effort has been made either to elaborate the 
concept on the basis of the practices included or to clarify the nature of the 
relationships between these practices.  Studies consequently vary considerably on 
several fundamental issues.  First, it appears from the literature that there are 
nearly as many definitions of the bundle as there are studies.  This point is 
illustrated by the variation from one study to another regarding the number of 
practices considered crucial to the bundle.  For example, Pfeffer’s (1994) original 
high performance bundle contained approximately sixteen HR practices.  Over 
time this number has been reduced to nine. Among different authors, the variation 
is even greater, ranging from twenty-one or twenty-two practices (Guest and 
Hoque 1994; Guest 1999) to between seven and eleven practices (Betcherman et 
al, 1994; Arthur 1994; Youndt et al;  (Delery and Doty 1996).   
 
The potential of the bundle to improve employee performance is another common 
assumption in the literature.    The perspectives used in empirical work vary 
widely, however, including flexible production systems (MacDuffie 1995;  Pil and 
MacDuffie 1996), high involvement (Lawler 1986), high commitment (Walton 
1985), high performance work systems (Becker and Huselid 1998) and high 
performance HR management (Becker and Huselid 1998a;  Pfeffer 1994; 1998. 
Little attention has been given to integrating systematically the insights gained 
 
 





from these perspectives.  Thus, while the high-performance perspective 
emphasises on the one hand, the importance of performance management, goal-
setting and performance-related pay, the high commitment management 
perspective on the other, focuses only on practices known to affect the 
organizational commitment of employees.   
 
A less literal version of the high-commitment perspective, however, might not be 
limited to practices whose effects on commitment have been proven, but may 
even include all practices associated with companies who have forsaken Taylorist 
methods (Wood 2000) without explaining in any systematic way why certain 
practices are included or how they are related one to the other.  This literature 
seeks to study the modern or post-modern organisation of work, the effectiveness 
of the practices, and, above all, the explanation of relationships among them.  
Because no theory has been developed to underpin these perspectives, studies 
seeking to substantiate relationships have proliferated, while little has been done 
to explain these relationships.  The following section outlines the most recent 
encompassing attempt to derive a theoretical framework, discussing its central 
theoretical tenets that serve as a point of departure for the theoretical framework 
developed for this study.   
 
Beyond welfare corporatism 
 
Welfare corporatist theory (Lincoln and Kalleberg, 1990) figures among the most 
widely recognised approach to address the emergence and implications of new 
workplace practices.  Of particular importance is the focus of this approach on a 
bundle of specific practices i.e. corporatist practices, selected for their capacity to 
improve employee work attitudes and work behaviour.  According to this 
paradigm, the primary challenge for the modern organisation is to maximise the 
commitment potential of the employment relationship, thus securing employee 
performance through normative and symbolic inducements rather than through 
coercive or utilitarian means. (ibid 1990, p13).   
 
To address the question of how to induce employee performance, the corporatist 
approach focuses on the inter-relationships among the practices used by a 
company and the reactions they evoke in employees (1990:  14).  According to 
Lincoln and Kalleberg, the maximisation of employee commitment requires 
 
 





mechanisms for enhancing the participation, identification and integration of 
employees.  The first practices to be specified are those promoting structural 
differentiation in the firm: internal labour markets providing mobility and career 
opportunities, which in turn promote employee training, commitment and loyalty.  
Second, the decentralisation of decision-making and the promotion of employee 
involvement activities enlarge the employee’s span of control and sense of 
involvement, promoting job enrichment and job autonomy, all of which contribute 
to job satisfaction and a general alignment of interests. Third, employee 
integration activities encourage vertical as well as horizontal contacts, promoting 
a strong organisational culture.  The final dimension included in the corporatist 
bundle consists of practices promoting legitimacy, fairness and a sense of 
transparency and proper procedure.   
 
Of particular relevance to this study is that the corporatist framework recognizes 
the importance of employee commitment in general and loyalty in particular to 
“…the formula for corporate success in the modern world economy” (1990, p. 3).  
The corporatist approach, however, reflects an era when stability and continuity 
were considered to form the bedrock of the employment relationship.  The 
‘Japanese employment relationship’ was regarded as a model for developing a 
highly skilled and motivated workforce.  The Japanese model was so highly 
regarded that even US companies began to strive for long-term, career 
relationships with their white-collar employees.  IBM was proud of the fact that it 
had never had a layoff in its forty-year history as a modern computer company 
and advertised that fact to all its employees.   
 
Beginning in the mid-1980’s, huge increases in business failures resulted in 
extensive corporate and job turnover, leading to the restructure of entire 
economies.  Businesses surviving the new competitive environment faced 
additional pressure for change, driven by the goal, among others, to maximise 
shareholder value (Fliegstein, 2002).  The restructuring of business portfolios and 
company takeovers led to the replacement of entire management teams deemed 
ineffective in maximising profits.  Re-engineering1 became a means for cutting 
costs and eliminating jobs.  Gradually, it became necessary for firms to delegate 
particular functions to smaller subcontractors.   
                                                 
1 Re-engineering refers to the systematic effort to re-design specific organisational tasks.   
 
 





One consequence of increasing competition is that companies find it increasingly 
difficult to secure relief from the grinding pressure of competitors. Unless 
positioned in niche markets, protection, stability and long-term approaches to the 
employment relationship become supplanted by the need for flexibility, 
responsiveness and reduced time horizons.  Management practices must 
increasingly confront the stringent conditions under which companies operate.  
Fixed investments become obsolete more quickly, as do internalised employment 
structures and the long-term commitments associated with them.   
 
The exclusive focus of the corporatist perspective on employee commitment as 
the sole ingredient for a successful employment relationship is a scenario that is 
not, and possibly never was, appropriate for most companies and their workforces.  
The adoption and maintenance of high commitment practices was perhaps viable 
only for larger companies.  The majority of establishments, however, are too 
small to cobble together such elaborate arrangements as job ladders and seniority 
based promotion systems.  In any case, the notion of internalised labour market 
systems has generally fallen out of grace.  The general consensus is that 
companies must incorporate alternative arrangements for improving employee 
motivation, appealing to their interest in self-advancement and the benefits of a 
short-term orientation (Cappelli 1999).   
 
Is it realistic, however, to expect companies to function in the absence of 
employee commitment?    Given the general push to eliminate that which has 
become obsolete, more, not less is required of employees.  The effectiveness of 
reduced supervision, which has become a prominent alternative to bureaucratic 
control, depends heavily on high levels of employee commitment, discipline, and 
loyalty.  The exigencies of continuous product change dictate that employees be 
more highly skilled than ever before.  Greater investment by both employer and 
employee in the development of general and company-specific skills, 
competencies and knowledge are crucial.  The inability of companies, however, to 
offer long-term employment prospects combines with the increasing mobility of 
employees imply that training investments on both sides are risky.  Finally, 
companies must grapple with internal contradictions proceeding from a 
combination of the increasing expectations associated with a leisure society and 









Conditions since the 1980’s have clearly changed dramatically.  The implications 
of this change are reflected in the differences in the expectations of both employer 
and employee regarding contribution to and value to be realised from the 
employment relationship.   The implications are therefore also theoretical.  Given 
that an employer cannot rely solely on arrangements that maximise commitment, 
a theoretical framework seeking to explain how companies nevertheless elicit high 
performance, must be adapted to incorporate the alternative HR practices that are 
applied both in addition to and instead of ‘traditional’ practices.  The challenge for 
such a framework is to demonstrate the impact of these practices on employee 
performance and cooperation, and how they interact such that together they 
represent the modern company’s secret for ‘corporate success’.   
 
1.1 Human resource management and employee behaviour:   
A Micro-foundation 
 
Increasingly for most companies, discretionary and intelligent employee work 
effort is a very desirable performance attribute.   This type of work however 
involves abundant opportunities for ‘opportunistic behaviour’.  Employers are 
therefore dependent on the goodwill and cooperation of their employees.  In order 
to understand the role that HR practices play in this context, a theoretical 
framework is needed that proceeds from the assumption that goal-directedness 
and cooperation are essential dimensions of employee behaviour but also 
incorporates the fact that these dimensions are precarious.  Human resource 
practices can then be assessed for their effectiveness in mobilising and stabilising 
these dimensions of employee behaviour.  
 
The dominant micro-foundation in the field of human resource management, the 
economics of personnel, (Lazear 1998) works with the assumption that employees 
are essentially utility maximising, self-interested in the narrowest sense and 
strategically orientated.  While this model emphasises the goal-directedness and 
intelligence of the employee, it falls short however in two respects.  First, it 
ignores the possibility of genuine cooperation which, studies have evidenced, is 
an essential component of employee work behaviour (e.g. Tyler, 1999).  Second, 
this theoretical framework leaves no room for the contingent basis for these 
cooperative orientations nor therefore, for the role played by human resource 
practices in flanking and supporting these orientations.   
 
 





An alternative micro-foundation, the framing approach suggested by Lindenberg 
(Lindenberg 2000; 2001; Muhlau 2000) attempts to overcome the shortcomings of 
the micro-economic approaches.  According to this approach, HR management 
and other managerial activities primarily affect employee behaviour through the 
framing or structuring of cognitions, that is to say by mobilising and stabilising 
the perceptions and orientations of employees.  The manner in which employees 
define their relationship with their employers is of the utmost importance for the 
employment relationship.  
 
According to framing theory, people's behaviour is influenced to a large degree by 
the goals toward which they strive.  Cognitive limitations have the effect that one 
dominant goal (‘frame’) will structure decision situations, while other goals 
operate in the background.  Depending upon conditions, these background goals 
may reinforce or weaken the frame.  Using the terms of framing theory, the 
commitment-maximising organisation of welfare corporatist theory can be 
understood as governance structures seeking to mobilise and stabilise a ‘solidarity 
frame’. Commitment-maximising governance structures attempt to increase the 
dependence of the employee on one particular employment opportunity.  The 
employee achieves status and advancement within the organisation through 
identification with and loyalty towards the organisation (consider, for example, 
‘organisational man’).   The organisation in return, provides the employee with 
income and employment security.    
 
As exemplified by descriptions of work attitudes and behaviour in Japanese 
corporations (e.g., Rohlen 1974), these arrangements leave little room for the 
employee to pursue any individual interests that fail to converge with the interest 
of the organisation.  The employment relationship underlying the welfare 
corporatist model can therefore be understood as a relationship of ‘strong 
solidarity’ with extensive and long-term mutual obligations.  As companies 
increasingly lack the willingness to make long-term commitments and demand 
more initiative and creativity from their employees, and as employees exhibit 
increasingly individualistic orientations and reject the paternalistic approach of 
personnel management, relationships of ‘strong solidarity’ become unsustainable.  
Does this imply, however, that the ‘(post-) modern’ employment relationship must 
rely on the unfettered pursuit of self-interest such that mutual opportunism and 
distrust dominate relationships between employer and employee?   
 
 





What is needed, is a relationship of ‘weak solidarity’, in which both parties to the 
employment relationship legitimately pursue their own self-interest (thus ‘gain-
seeking’ is the dominant frame), but that this be conducted within the limits 
defined by norms of trust and cooperation.  In relations of weak solidarity, the 
background goal of complying with cooperative norms holds the dominant gain 
frame in check.  In this way, individuals are prevented from advancing their own 
self-interests to the extent that they harm the legitimate interests of other parties.   
From the framing perspective, then, the task of HR management is to establish a 
relationship of mutual goodwill and to structure the employment relationship so 
that employees serve the interest of the company largely by striving towards their 
own advancement and career.  The employee’s self-interested pursuit must take 
place, however, under circumstances that limit the employee’s dependence on the 
employer, thus legitimising the limited commitment companies are willing to 
offer.   
 
Human resource practices have the function of frame mobilisation and frame 
stabilisation.  First human resource practices must provide the employee with 
goals that are compatible with the employee’s self-interest.  For the mobilisation 
of personal gain as a goal that directs his or her actions, the rewards from his 
efforts must be achievable and appealing.   A well-designed incentive system is 
the human resource practice that provides the employee with goals that appeal to 
his or her own self-interest and can be achieved by working hard, taking 
responsibility and by showing initiative.  Second, a cooperative relationship 
between employee and employer must be established so that the goal of respecting 
norms of cooperation prevents that the gain orientation dominates to the extent 
that the legitimate interests of the employer are violated.  In order to mobilise this 
co-operative frame, the employer however must signal credibly that the employer 
him- or herself is committed to norms of cooperation.  Only by convincing the 
employee of his or her benevolent intentions, can the employer gain trust, and 
allay any fears that the goodwill of the employee might be exploited.  Activities 
that succeed in mobilising a cooperative frame have been called relational signals 
(Lindenberg 2003;  Mühlau 2000) as they have the effect of signalling relational 
interest and integrity .  Human resource practices that have such a signalling effect 
and help to establish a trust relationship between employer and employee are gifts 
such as high wages, generous fringe benefits and possibilities for advancement 
(Mühlau 2000).  Once established however, there is a tendency for these frames to 
 
 





decay over time.  Both, the (long-term) gain orientation and the cooperative 
orientation are affected by this tendency.  An orientation towards rewards is apt to 
be undermined when employees are confused about how, or lack the belief in their 
ability, to achieve these goals.  A willingness to cooperate will be threatened by 
any ambiguity with regard to the intentions, honesty and credibility of the 
employer.   Consequently, continuous efforts to stabilise these frames are 
necessary in order to sustain the employee’s orientations.  Human resource 
practices that provide the employee with guidance in the instrumental and 
relational dimensions are therefore, of utmost importance in stabilising the 
employee’s orientations.   
 
1.2 The high performance bundle, complementarity and performance  
effects 
 
The framing approach outlined above suggests three human resource practices, 
incentives, relational signals and guidance, as practices that are needed to stabilise 
a weak-solidarity relationship between employer and employee.  But behavioural 
orientation and motivation issues cover only one, albeit very important, aspect of 
HR management. Even if employees are highly cooperative and motivated, and 
consequently disciplined and willing to work hard, they must also possess the 
skills, knowledge, expertise and work experience necessary to perform their tasks 
competently if they wish to take initiative and exert their discretion in a 
responsible fashion.  Training is thus another human resource practice necessary 
for high performance.  Finally, the careful recruitment of employees supports the 
operation of motivation and knowledge-maintaining HR practices.   Thus 
selectivity completes the array of practices that are considered to comprise a high 
performance HR bundle.   
 
In this section it is argued that these five HR practices applied in a consistent 
fashion, are necessary to develop and sustain a highly productive workforce.  
While each of the five practices contributes in part to the improvement of 
employee performance, it is hypothesised that it is the complementary relationship 
among the practices that is most effective, and that accounts for the high 
performance bundle effect.  The theoretical framework developed below assesses 
the five HR practices in terms of their implications for establishing these 
complementarity conditions.   
 
 






A core hypothesis applied in this study is that improving employee performance 
must be achieved by both stimulating the employee's desire to further his or her 
own interests and by developing a basis for trust and co-operation between parties 
in the employment relationship.  Achieving both requires the use of HR 
management practices that are particularly suited to eliciting them.   Less well 
recognised in the literature is the fact that HR practices also have their limitations.  
Moreover, these limitations imply that, unless they are combined with 
complementary practices, the improvement in employee performance may be less 
than could be expected, if not even undermined.   The use of complementary HR 
practices implies that the impact of the focal HR practice on employee 
performance can be affected in three ways:  it can be amplified by reinforcement, 
it can be supported or flanked, or it can be compensated.   Each of these will be 
discussed further in the following paragraph.  
 
Reinforcement involves the application of practices which, having identical 
effects, strengthen one another.  Flanking HR practices are effective in addressing 
the limited scope of any HR practice.  A single HR practice may draw on or 
appeal to one particular source of employee motivation, leaving other sources 
however untapped.   If the practices are applied separately, such alternative 
sources of employee motivation would remain dormant.   HR practices with a 
flanking effect are complementary in that they improve employee performance by 
calling upon the reserves of employee motivation that would otherwise have been 
neglected.   Finally, while each practice is associated with favourable outcomes, 
each may also be detrimental to other aspects of employee performance.  The 
application of 'compensating' practices may prevent or block the occurrence of 
these negative effects.    
 
This section proceeds with a brief description of the five practices comprising the 
high performance HR bundle.  Each of the five HR practices is subsequently 
discussed in more detail, with particular emphasis on outlining first the strengths 
and then shortcomings of each practice.  The section continues with a discussion 
of how the practices complement one another through reinforcement, flanking, 
and/or compensating for the negative effects of the focal practice.   
 
 





High performance HR practices  
 
To recap, the first practice involves the management of employee work 
performance through incentive systems.  The second practice is relational signals 
and these have the effect of indicating to employees the extent to which their 
companies are likely to be generous and reliable.  The offering of such ‘gifts’ as 
high wages, such as non-pecuniary rewards as perks and fringe benefits, and 
various types of company bonuses are all examples of relational signals.  The 
third, guidance practices, serves the function of information sharing, reducing 
uncertainty and/or communicating on issues of general performance and career 
development.  The fourth refers to the company’s efforts to develop human 
resources through training programmes.  Fifth, elaborate selection procedures 
allow a company to improve its chances of identifying and recruiting the best 
candidates from the pool of applicants.  Screening techniques can be used to 
maximise the chances of accessing the information needed to identify promising 
recruits.  The following section provides a broader description of each of these 
practices focussing on the strengths and weaknesses of each.   
 
Strengths and weakness of high performance HR practices 
 
Incentive systems:   Management can take steps to ensure that the goals and 
objectives of employee and employer are well aligned.  Well-aligned incentive 
systems provide the employee with goals that appeal to her or his self-interest. In 
many modern work situations, monitoring actual work behaviour is simply too 
expensive to be worthwhile.  It may be possible, however, to observe work 
outcomes.  Rewarding good outcomes may then provide incentives for good work 
behaviour.  When reward systems in companies are well designed, they represent 
an advantageous compensation package and offer employees the opportunity to 
exercise considerable control over their income increments.  Consequently, 
incentives not only induce extra work effort, but also contribute to a sorting effect, 
whereby those employees who feel they will work well under incentive systems 
are attracted while those who would not are deterred.  Incentives may also 









Incentive systems, however, are limited and their effects not entirely positive.   
They are limited in the sense that, if the behaviour of employees is incentive-
guided, their efforts will be directed only to those aspects of work that are 
measured and rewarded.  It is exceedingly difficult to tailor reward systems that 
achieve an optimal alignment of incentives for multiple task assignments, 
adaptations of the production process, and multi-dimensional outcomes.  In 
particular, general contributions exceeding the domain of ‘task performance’ tend 
to be neglected by incentives systems. Moreover, the effort of workers is 
determined only partially by results, and it is impossible for employers to isolate 
the effect of employee behaviour precisely. Imperfect connections between 
unobservable actions and resulting observed outcomes weaken the strength of 
incentive systems. While an imperfect alignment of incentives may leave 
loopholes for shirking and opportunistic exploitation on the part of employees, 
incentive systems that rely on the promise of reward are effective only where trust 
and confidence in management are present.  
 
Incentives systems also have potentially negative effects. First, strong 
individualistic incentives may lead to rivalry among employees, who may then 
withhold help to fellow employees. Strong collective incentives, on the other 
hand, diffuse responsibility and provide opportunities for ‘free-riding’. Second, 
high rewards may stimulate unwanted risk-taking on the part of employees. 
Thirdly, strong incentives may ‘crowd out’ intrinsic motivation and a sense of 
obligation. This may be reinforced if the resulting distribution of the rewards 
appears unfair or inequitable. Finally, a strong emphasis on incentives may lead to 
haggling, bargaining, negotiating and other forms of influence activities.  
 
Relational signals:  An on-going cooperative relation, such as the employment 
relationship, invariably involves a degree of uncertainty, as both parties are open 
to exploitation by the other.  Consequently, screening the company’s actions for 
evidence of fair and co-operative employment practices is an important activity 
for employees, as it minimizes their chances of encountering opportunistic 
exploitation.  Such screening for a cooperative orientation on the part of the other 
is referred to as ‘screening for relational signals’ (Lindenberg 1988; 1993; 1998, 
Mühlau, 2000).  A negative relational signal can reflect more than a momentary 
unwillingness to co-operate; it could also indicate a longer-term tendency toward 
exploitation.  The identification of such signals, therefore, is invaluable to 
 
 





employees when making such decisions as whether to work for the company, 
whether to continue working for the company, or even how hard to work.   
 
What steps can a company take to stabilise the relational frames of its employees 
and signal that it is trustworthy and reliable?  First, the company can distinguish 
itself from other companies by signalling that its overall approach to employment 
exchange is one of fairness and generosity.  The wage offered to employees 
represents one of the most important aspects of the exchange between employer 
and employee and therefore represents a substantial opportunity for employees to 
screen whether the firm is relational or exploitative in its intent.  Examining 
Japanese and American data, Mühlau and Lindenberg (2003) found that the 
relative wage of a firm was strongly related to the commitment of its employees.  
By offering wages above the industry average, and by providing substantial 
bonuses to employees, the company can distinguish itself from the ‘average 
company’.  Additionally, it separates itself from those considered to be mean-
spirited and unappreciative of the worth of its workforce.  The authors also 
showed individual wage differences only engender commitment when they are 
part of a larger bundle of relational signals (in the US) otherwise they are 
unrelated to commitment altogether (as in the case of Japan). In short,  it is not the 
beneficial outcome on its own that creates commitment, but the value of the wage 
as a signal for the company’s relational interest.   
 
Advancement in the firm is associated not only with improvements in 
remuneration and relative standing. The employee additionally acquires a set of 
higher quality tasks, further opportunities, and the possibility of advancing even 
further in the employment system.  Hierarchical positions are important status 
opportunities for employees and offering promotion possibilities thus signals the 
firm’s relational intent by indicating the employer’s goodwill and willingness to 
recognise the efforts of an employee who works diligently.  
 
Studies by both sociologists and social psychologists demonstrate that expected 
promotions are correlated with employee commitment to the firm (Gaertner and 
Nollan 1989).  Hence, by using promotion systems and opportunities for career 
advancement, the company can signal to its employees that it is a company that, 
when work efforts are appreciated, employee status will increase through 
promotion.   
 
 





Relational signals are attended by a number of problems.  Despite the best 
intentions, a company may nonetheless fail to realise the fruits of signalling a 
relational interest towards employees.  For example, mutual gains and promotion 
prospects are highly susceptible to the vagaries of the local and world economies.  
Any unexpected changes in a company's plans, such as sudden layoffs, 
downsizing or mergers, are highly susceptible to being (mis)construed by 
employees as signals of the company's opportunistic orientation.  Schwarzwald et 
al (1992) found that employees often feel treated inequitably when they fail to be 
promoted.  Under such circumstances the company needs to make sure that 
employees are well informed about the company’s intentions and performance 
expectations, thereby preventing misunderstandings concerning these signals.  
Moreover, while the intention of relational signals may easily be understood in 
interpersonal and small groups, the grammar of reciprocity is less fluent when 
initiated by large organisations.  High wages and generous fringe benefits may fail 
to be understood as the signals of the company’s benevolent interest towards its 
employees that are necessary in initiating a mutual gift exchange.  In addition, 
over time this generosity may tend to be experienced by the employees as an 
entitlement rather than a favour to be reciprocated.  After all, the ‘gift’ dimension 
of relational signals implies that, while the company extends the hand of 
generosity, it can only hope that this generosity will be reciprocated and that 
employees will not exploit it opportunistically.   
 
Guidance:   Guidance practices are particularly important when work is complex 
and/or subject to continuous change.  Such practices provide an opportunity for a 
company to share information such that employees are aware of what is expected 
of them in terms of task or role obligations.  They are also better informed about 
general norms concerning work effort and work culture.  For example, 
performance evaluations and performance assessments serve to communicate and 
explain work performance criteria as well as clarifying organisational rules, 
obligations and expectations.   
 
The effect of guidance is, therefore, to forge for the employee a link between the 
work behaviours valued by the company and the rewards that are available for 
their efforts.  The feedback received during performance evaluations also provides 
the company with the opportunity to promote the employee’s general sense of 
belongingness, job satisfaction and self-esteem at work.  Other important 
 
 





guidance activities, including context instruction activities, mentoring, team 
building, and group work, provide participating employees with a substantial, 
more informal source of information about the expectations and standards of 
employer and colleagues alike.   Such orientation programmes as introduction 
days provide more formal and structured opportunities for the company to 
integrate and acclimate new employees into company life and culture. Other 
guidance practices such as career guidance, assessment centres and personal 
development activities, represent opportunities for the employer to support 
employee morale through general goal setting, widening horizons of achievement, 
and promoting greater openness for considering further training possibilities, work 
experiences, career trajectories, or similar developments.   
 
The shortcomings of guidance practices arise from the fact that information 
sharing will be of no benefit unless employees are adequately trained and 
sufficiently motivated to work.  Furthermore, for guidance practices to be 
effective, the source of advice must be credible and trustworthy.  The 
‘performance evaluation’ and feedback dimensions of guidance practices are 
problematic due to the sensitivity of the issues they involve (for example, the 
suspicion of favouritism.  Consequently, disappointment and even disagreement 
can easily arise. Trust and credibility support the legitimacy of the employer’s 
motives.   
 
Training:  The purpose of training and development can be said to be that of 
acquiring, developing and retaining the stock of human capital needed for an 
organisation to conduct its operations.  In the most general sense, it is carried out 
purposively in order to improve work performance.  Training, therefore, refers to 
the company’s planned and systematic efforts to modify or develop the 
knowledge, skills and attitudes of their employees through learning experiences.  
As an activity, it spans many boundaries, including the distinction between 
education and training, on-the-job and off-the-job training, as well as formal and 
informal training through work experience.    
 
Training invariably represents investment by a company in its employees.  At the 
very minimum, the orientation of new employees to the specifics of the company 
requires time and close supervision.  Most likely, the company will continue to 
sponsor the further development of employee competencies and expertise.  
 
 





General training improves both the employee’s internal and external position in 
the labour market, and is thus generally perceived by employees as a supportive 
act on the part of the company – an act that is reciprocated through increased 
commitment, independent of the particulars of the employment relationship 
(Gaertner and Nollen 1989; Meyer and Allen 1997).  Given the value of training 
to employees, sponsoring training can be seen as an act of ‘gift giving’ on the part 
of the company.  Even training in company-specific skills contributes to the 
employee’s attachment to the company (Levine and Tyson1990).   
 
Returns on any training investment depend greatly on employee retention.  While 
specific training is often considered to be unique to a firm and therefore of little 
use to competitors, the enhanced productivity of general training is of great value 
to other firms.  Generally trained employees are likely to be poached by 
competitors who are able to offer higher wages. Another problem with training 
arises should employees not be willing or motivated either to acquire new skills or 
to apply their newly learned skills at the workplace.   
 
Selectivity:    Some claim that selectivity decisions are the most important of all 
management decisions, since they are prerequisite to the development of an 
effective workforce.  Selecting employees with adequate skills, potential and 
motivation is essential for developing and sustaining a high performing work 
force.  The costs of poor commercial viability are often attributable to decades of 
ineffective selection procedures (Terpstra 1996).  As companies downsize, de-
layer and try to boost productivity with fewer people, those that remain are being 
asked to assume more tasks, roles and responsibilities.  Consequently, companies 
must ensure that those they select to work for them have been well trained, are 
willing to work hard, and demonstrate an ability to work flexibly and with a high 
level of autonomy.  
 
A firm that is reputed to be a good employer will attract a large pool of applicants 
to work.  However not all candidates will be suitable to work in the company.  
The company will seek to choose the best from this pool.  To this end, selectivity 
practices allow the company to filter out undesirables while also selecting high 
calibre employees who are appropriately trained and highly motivated.  These 
practices represent the company’s earliest intervention opportunity to maximize 
the fit between person and organisation.   
 
 





An increasingly competitive environment, combined with concomitant internal re-
structuring processes, implies rapid change in job portfolios.  This, in turn, implies 
that the person-job fit must constantly undergo change and re-definition.  
Furthermore, the increasing use of self-managed teams means that individual jobs 
no longer constitute an appropriate unit of analysis.  Finally, the match between a 
person and a job is not sufficient to guarantee the levels of job satisfaction and 
commitment that are associated with high job performance and cooperation.   
 
Shared values between the organisation and the employee are also important 
prerequisites for a productive and cooperative match.   
 
Complementarity between high performance HR practices:   
 
Table 2.1 summarises the details of the five high performance HR practices.  The 
first two columns on the left contains the HR practice and a brief description of 
the main effect or function of each of the practices.  The next three columns 
contain the compelementarity effects among the practices.  The third column 
contains the practices that have the same effects and hence, when applied 
together, they reinforce the effects of similar others.  For example, employer-
sponsored training as a ‘gift’ by which the employer shows his support and 
goodwill strengthens the trust-building effect of relational signals such as high 
wages or fringe benefits. The effect of guidance on the self-efficacy and 
integration of employees is enhanced by training and incentives systems as they 
both communicate information about the expectations and values of the company.    
 
The remaining two columns contain practices that are related by the differences in 
their effects.  The first of these relationships, represents a supportive relationship 
between different practices where one practice improves the conditions for the 
effective working of the other.  This is referred to as flanking.  The final column 
contains those practices that block potentially negative effects of the focal 
practice.  This complementarity effect is called compensation.  In what follows, 
the flanking and compensation relationships are discussed in more detail.   
 
 





Table 2.1:  Complementarity between high performance HR practices: 
 
 Complementarity effect 
































































The success of an incentive system depends on several complementary practices 
being in place.  The more an employee is determined to achieve success and/or 
the less deterred they are by hard work, the more likely they are to rise to the 
challenge of an incentive system.  However, some applicants are more willing and 
more able than others to work under incentive system conditions.  Consequently, 
selecting employees that exhibit high work ethics and career motivation are 
critical individual-level factors in strengthening the reward-incentive relationship.   
 
As the effectiveness of incentives systems depends so much on employees having 
a good understanding of what work performance is required or desired of them 
and how work performance is evaluated and measured the working of incentive 
 
 





systems can be greatly improved when the company also trains and guides 
employees.  Once recruited, the more specific the guidance and training the 
employee receives, the more likely they will understand and be equipped to fulfil 
the work performance expected of them by the firm. Guidance flanks incentives 
by providing the employee with an opportunity to acquire necessary information 
regarding the strategic goals of the company and the performance criteria and 
work norms prevailing in the company.  Hence only when employees are 
provided with the skills and expertise needed to conduct their work, are they 
sufficiently competent to conduct the tasks specified by an incentive system. 
 
The effectiveness of incentive systems, that delay rewards or rely upon 
performance evaluations that are difficult to verify, depends on employees’ trust 
in the reliability and fairness of the employer. Relational signals help to establish 
trust and confidence in the relational integrity of the employer.  Consequently 
implementing relational signals will support the workings of an incentive system 
by bringing about a climate of trust that incentives systems require for inducing 
high performance.  Moreover, the cooperative orientation induced by relational 
signals prevents employees searching for loopholes in the incentive systems in 
order ‘to beat the system’ (Mühlau 2000).  Guidance practices support the 
workings of incentive systems in two respects:  First incentives have no effect on 
work effort when employees are not convinced they are able to achieve the level 
of performance needed to be rewarded.  Guidance practices however have the 
effect of building self-esteem and confidence, which enables the employee to 
strive towards the goals specified by the incentive system.  This also promotes the 
employee’s intrinsic interest in his or her work and the rewards gained from being 
engaged in meaningful work and the experience of efficacy, control and 
competence.  Thereby, guidance practices compensate for the tendency of strong 
incentives to 'crowd out’ intrinsic motivation (Lindenberg 2001).      Second, 
failures to secure rewards (for example, an anticipated promotion) may trigger 
doubts about the employer’s trustworthiness and fairness.  These in turn, may 
erode the working of incentive systems.  Guidance practices however have also 
the effect of avoiding ambiguity by clear communication of the company’s 
rationale.  Further, they provide the employee with helpful feedback and this helps 
to prevent disappointment leading to de-moralisation.  Careful selection of 
employees who have the motivation and ability to meet the company’s 
performance standards clearly support the workings of the incentive system.   
 
 





Relational signalling and… 
 
The potential of relational signals depends on three things:  first the extent to 
which the employee understands the role played by mutual reciprocity in the 
employment exchange;  second, on the company convincing its employees that its 
intentions are credible;  and third, on the company protecting itself from the 
opportunistic activities of its employees.  Flanking relational signals with 
guidance has the effect of clarifying the company’s expectations of its employees 
and to integrate and socialise the employee as a member of the organisation.  The 
latter facilitates the building of a trust culture and helps to transmit high work 
effort norms among employees.  The institutionalisation of high work effort 
norms not only prevents a ‘public service mentality’ but also helps to mobilise 
group pressure and informal sanctioning which are important safeguards against 
opportunistic exploitation by individual employees.  By signalling the 
appreciation of hard work, incentive systems also play an important role in the 
establishment of high work effort norms.  These practices communicate to 
employees that high work effort is expected and that this is compatible with the 
employee’s legitimate self-interest.    Well-designed incentive systems also 
support the mobilisation of group sanctioning.  Selection practices that filter out 
potential ‘free riders’ also play an important role in avoiding the problem of 




While guidance practices help to provide employees with some direction 
regarding how best to target their efforts, the effectiveness of this advice depends 
on several factors.  First, the potential of guidance practices is only as good as the 
skills and motivation of the employees that have been recruited and developed by 
the company.  To this end, training and selectivity are vital for developing 
performance competency on the part of employees in the positions for which they 
were recruited.  Selecting in employees that fit well with the company culture 
adds additional support to the integration and socialisation functions of guidance.  
Finally, flanking guidance procedures with relational signals ensures that 









Training and …. 
 
Ensuring that the company has the human capital it requires implies that it needs 
to invest heavily in the skill and training of its workforce, particularly company-
specific training.  In doing so, companies incur considerable risk.  The efficiency 
of the training investment will depend on the cognitive skills and the motivation 
of the employees to acquire new capabilities.  Flanking training with selectivity 
practices ensures that trainable employees are hired (i.e. the person-organisation 
fit is maximised).    Through the use of stringent selection procedures the 
company can take steps to ensure that the profile of employees is such that they 
are willing to share with the firm the costs and benefits of training as well as being 
likely to respond well to and learn quickly from training opportunities provided.  
To this end, the selection of employees that are favourably evaluated for training 
potential helps to ensure that the company's return on training investment is 
maximised.  Training incentives flanked by performance incentives reward the 
acquisition and the application of skills.  Once recruited, it is imperative that the 
employee becomes well attuned to the company’s expectations for developing 
skills and experience.  To this end, flanking training with guidance practices 
contributes greatly to the fulfilment of this vital function by providing the 
employee with a training perspective. 
 
Training that is specific to the employer may be of little value outside the 
particular company, but general expertise and experience will undoubtedly 
improve the labour market position of workers.  Consequently, the sponsoring of 
training involves a considerable loss, should the employee decide not to stay with 
the company.  From the perspective of the firm, the provision of training has the 
negative effect that the employee is rendered more valuable to other firms and 
thus increases the risk of undesired turnover of highly skilled employees.  
Relational signals increase the attachment of employees and thereby compensate 
the negative side effect of training.  Finally, by applying guidance practices 
employee attachment can be strengthened through the potential of these practices 
to integrate employees within the social milieu of the company.    
 
 







As already mentioned, guidance and selectivity practices are mutually reinforcing 
in that they both serve to specify and clarify the HR needs of the company.  By 
flanking selectivity with incentive systems, the company maximises the chances 
that potential employees applying to work for a company will already be 
favourably disposed or open to working within the framework of an incentive 
system.  Finally, the flanking effect of relational signalling and training increases 
the pool or number of applicants that can be processed through the selectivity 
practices.   
 
To summarise: In this section, five dimensions of human resource practices, 
training, incentives, ‘gifts’, guidance and selectivity, that form the basis of a 
coherent bundle of high performance human resource management were 
introduced. These practices ensure that employees acquire the skill and 
knowledge, are motivated to perform and cooperate and develop trust and 
confidence in management. Moreover, it was shown how the practices work 
together in order to achieve complementarity. Three types of relationships among 
practices, reinforcement, flanking, and compensation were distinguished and 
exemplified by the bundle of five practices.  
 
The idea of complementarity, and the related ideas of ‘internal fit’ or ‘horizontal 
integration’, has attracted strong interest in the discussion of ‘high performance 
work systems’.  The theoretical framework outlined above permits a better 
understanding of complementarity among human resource practices than previous 
attempts to explicate the basis of complementarity. These attempts have been 
confined to a discussion of one type of relationship, mainly reinforcement and 
flanking. For example, Laursen and Foss (2000) and Ichniowski et al (1997) 
explain complementarity by showing how various practices contribute to the 
development of workers skill and knowledge. The basis of this understanding of 
complementarity is reinforcement. Kandel and Lazear (1992) in contrast use the 
idea of flanking in their argument that selection, socialisation and teamwork 
increase the effectiveness of group compensation schemes. Flanking is also the 
basis of Huselid’s (1995) suggestion that motivation- and skill-generating work 
structures are complementary, as it is of Mühlau’s (2000) discussion of the 
support of incentives system by the trust and cooperative attitude developed by 
 
 





relational signals and of Lindenberg’s (1993) analysis of how guidance 
mechanisms support goal-orientation of employees. The need for compensation of 
adverse effects of practices has been discussed mainly within the context of the 
‘crowding out’-effect of incentives systems (Frey 1997) and the literature pointing 
to the shortcomings of incentives  (Gibbon 1998, Prendergast 1996). An 
encompassing understanding of complementarity effects of human resource 
management practices requires however that all three different relationships 
among practices, reinforcement, flanking and compensations, are considered and 
systematically revealed for the full set of practices applied in a human resource 
management system.  
 
1.2 High performance human resource management:  the relationship with  
employee and company performance 
 
In the previous section high performance human resource management was 
introduced as an approach to human resource management that systematically and 
consistently applies incentives, relational signalling, guidance, training and 
selectivity practices.  In doing this the company mobilises the full 
complementarity among the practices.  The complementarity among the practices 
of the high performance HR bundle is expected to enhance employee performance 
over and above the sum of the effects of the five practices.  The first empirical 
hypotheses of this study is consequently,  
 
The high performance human resource bundle yields superior levels of 
employee performance in all dimensions (i.e. task performance, absenteeism, 
work discipline and cooperation), when compared to the effect of other human 
resource management bundles.   
 
This hypothesis will be elaborated further and subsequently tested in Chapter 6.   
 
In the previous paragraphs, it was proposed that a high performance HR bundle 
increases the potential productivity of employees by developing their skills and 
knowledge, by motivating them to work hard, attentively and resourcefully, by 
discouraging them from behaving opportunistically and by guiding them in their 
work efforts.  Higher levels of effort by employees and attenuated disciplinary 
and absenteeism problems are, in turn, expected to have a general positive impact 
 
 





on the productivity of work organisations. These impacts will be larger for 
aspects of performance that depend strongly on the attention, judgement or 
creativity of the employees as well as on the willingness and ability of employees 
to respond flexibly to changing circumstances.  Developing and sustaining high 
and innovative quality production depends upon employees who are not only 
adequately skilled but also sufficiently motivated to contribute their skills, 
knowledge and experience. The development and implementation of both product 
and process innovations will also benefit from the enhanced quality of work 
contributions and from the increased cooperation of employees. 
 
Improved solidary behaviour on the part of employees with concomitant 
enhanced work motivation and company loyalty, have direct consequences for the 
dimensions of company performance that depend most strongly on a committed 
and cooperative workforce. The two most salient aspects affected by employee 
performance and cooperation are the emphasis the company places on the quality 
of its products and services and the degree to which it develops and implements 
innovations in its products and processes.  Unlike routine and mass production 
systems, the incorporation of both quality and innovation requires much more 
‘creative’ and discretionary input from employees, in the form of continuous 
problem solving along with the monitoring and improvement of quality 
(MacDuffie, 1995).   Thus, HR practices that elicit quality work effort and 
expertise are expected to be particularly useful in meeting the production 
objectives of companies placing high emphasis on quality and innovation.  
 
The degree to which increased work motivation and improved employee skills 
actually translate into beneficial outcomes at the production level (including 
improved product quality and higher rates of innovation) depends heavily on the 
position of such motivation and skill in the work organisation. Under 'traditional' 
(i.e. Fordist/Taylorist/bureaucratic) forms of work organisation, employees were 
hired to perform narrowly defined manual tasks requiring little skill or autonomy.  
The main concern for management was to prevent production disruptions and to 
achieve quotas.  This implied negligible input from employees into the standards 
or quality of production.  
 
 





In contrast, flexible work organisations give employees a much more central role, 
as necessitated by modern production systems.  Employees must have a solid 
conceptual grasp of the production process in order to be able to identify and 
resolve problems as they appear.  In addition, they are expected to have the 
analytical skills to identify the root cause of problems.  The expansive role of the 
employee demands that responsibility for quality inspection, equipment 
maintenance and job specification be decentralised to employees. Thus, flexible 
production systems require a variety of multi-skilled practices, including 
extensive on- and off- the-job training, job rotation within and across teams and 
off-line group problem solving (e.g. quality circles).  The operation of these 
flexible production systems not only provides the conditions ripe for high-volume 
production, but also ensures that quality is delivered through employee work 
performance.  In short, flexible production work organisation practices provide 
the conditions under which the complementary goals of productivity and quality 
can be realised.   
 
A lack of employee cooperation may manifest itself as insufficient job 
performance, absenteeism, negligence and other disciplinary problems, high 
turnover, or conflicting relations between employees and management.  
Companies differ in how vulnerable they are to such a lack of cooperation.  The 
type of business strategy used by the company is one important determinant of 
these differences. The success of a firm’s business strategy requires that the firm 
identifies its distinctive competencies and how it can implement these 
competencies better than the competition in a sustained way (Porter, 1985).  For 
example, if a differentiation business strategy is used, the firm seeks to be unique 
in its industry along a dimension that is greatly valued by its customers.  This can 
take the form of emphasising the uniqueness of the product itself, the delivery 
system by which it is sold, the marketing approach or even by focussing on 
providing a particular product to a 'niche' market.  The guiding principle for 
differentiators is that their market position is relatively robust with regard to 
product price but is highly sensitive to changes in quality. The development of 
the differentiator's 'advantage' will be evidenced in all spheres of its business, 
from the development and design through to marketing and sales of the firm’s 
product or service.  To this end, the differentiator’s HR input will be crucial to 
providing expertise, advanced skill, flexibility and creativity. Through its role in 
the hiring, training, compensating and promoting of its employees, the high 
 
 





performance HR bundle organises and coordinates the human resources that are 
critical to the firm's competitive success. Thus it is expected that: 
 
For those companies that are committed to a differentiation business strategy, 
using the high performance human resource bundle will enhance corporate 
performance (e.g. market share, profitability and sales volume) more than for 
other companies.  
 
This hypothesis will be elaborated further and tested in Chapter 7.  
 
1.3 The adoption of high performance human resource management  
 
The complementarity of the five high performance HR practices suggests that 
companies requiring high levels of employee performance in order to sustain their 
market positions will adopt the full set of the practices (here on referred to as the 
high performance HR bundle, or, more simply the ‘bundle’).  Companies adopting 
single practices, or bundles comprised of a smaller or more selective set of the 
practices cannot realise tap the full potential of the full set of practices to improve 
employee performance.  There is, therefore, an economic rationale for companies 
either to adopt the full bundle or to avoid the associated costs and investment 
altogether by adopting none of the five practices (assuming there are no other 
considerations for the firm, such as its reputation.  See below for a discussion of 
the impact of this effect).  As a consequence it is expected that the high 
performance HR bundle is not only a theoretical construct, but also that 
companies will reflect this distinctive combination of practices in their actual use.  
Hence it is expected that: 
 
There is a distinctive type of high performance human resource management 
that consists of the combined use of incentives, relational signals, guidance, 
training and selectivity.   
 
This hypothesis will be elaborated further and tested in Chapter 5.   
 
The decision to adopt the high performance HR bundle can be understood as a 
rational decision in which managers trade the costs of adopting the bundle for the 
benefits it is expected to generate.  During the earlier stage of diffusion, the 
 
 





benefits of the bundle remain unknown or, not yet established.  The relative 
newness of the practices means that companies can benefit neither from the 
successes nor the failures of other companies implementing them.   
 
What type of company, then, would be willing to bear such risk?   Only 
companies with sufficient resources to bear the costs and risks associated with the 
bundle and which stand to reap great benefits from the bundle will choose to 
adopt it.  Since the bundle is expected to improve the motivation, commitment 
and skill of the workforce, it is of particular value to companies pursuing a 
‘differentiation business strategy’ (see discussion above).   For the differentiator, 
high levels of HR input are required to generate favourable company performance 
outcomes.  It is this keen interest in stimulating employee performance that is 
expected to persuade the differentiator to adopt at the early diffusion stage. It is 
therefore expected that: 
 
Differentiation companies will adopt the high performance human resource 
bundle more than non-differentiation companies. 
 
From the literature, however, it appears that the bundle is not the norm of 
adoption.  Empirical studies repeatedly find that hybrid forms comprised of a 
mixture or selection from, rather than all five high performance HR practices are 
most likely to be adopted (Arthur, 1992;  Ichniowski et al, 1995;  Ichniowski et al, 
1997;  MacDuffie, 1995).  Clearly, the theoretical accounts of the adoption of the 
bundle are somewhat problematic.  If the key 'high performance' ingredient of the 
full bundle is a high degree of internal consistency, why is it that many companies 
nevertheless choose less than the full complement?   
 
The answer to this question suggested here is that, in a later stage of diffusion, 
another group of companies, in rational imitation of differentiators who have 
successfully adopted the bundle, are willing to jump on the bandwagon.  The 
early-adopters have not only reduced the greatest uncertainty associated with new 
high performance HR practices; their performance success has also earned 
considerable prestige and status for such practices.  There is however, no general 
recognition of the complementarity effects of these practices.  Under such 
conditions, companies are expected to find the practices favourable for their 
reputation even in the absence of any technical or efficiency rationale.  Selective 
 
 





adoption could constitute a rational, profit-maximising strategy for those 
companies for which the HR practices’ performance implications are secondary.  
If it is sufficient to secure reputation gains, ‘reputation-seeking’ companies may 
opt for a selective set that requires less investment and commitment than the full 
bundle.  When organizational practices are adopted for such signalling value, 
these practices can be seen as operating as a type of façade, which leaves the 
internal workings of the company largely untouched  (Meyer and Rowan, 1977;  
Meyer, 1979).   It is therefore expected that: 
 
Non-differentiation companies whose goal is to improve the reputation by the 
adoption of the HR practices are likely to adopt a selective set of HR practices.  
 




The purpose of this chapter has been to derive a theoretical explanation of the 
relationship between the high performance HR bundle and employee 
performance, that is, an explanation of how HR practices affect the work 
behaviour of employees.  The micro-foundation used in this explanation is based 
on an application of framing theory to the employment relationship (Lindenberg 
1988; 1993; Mühlau 2000).  Here, the employment relationship is understood as a 
relationship of ‘weak solidarity’, in which both parties each pursue their own 
advantage, but in which the pursuit of one’s own advantage is limited by a 
relational commitment.  This approach suggests that a principal function of human 
resource practices is to establish and stabilise a weak solidarity orientation of the 
employee.  Incentive systems are the dimension of human resource practices that 
evoke a long-term gain orientation and align the interests between employer and 
employee.  Gifts work as relational signals, establishing a trust relationship 
between employer and employee and mobilises a relational frame that minimises 
opportunism.  Guidance and training practices play an important role in 
preventing the deterioration of these orientations.  Selection practices optimise the 
preconditions for weak solidarity.  Together these five human resource practices 
were identified as the primary constituent practices of a high performance HR 









Framing theory was also used to explicate the relationships of complementarity 
among the practices.  It was suggested that by applying the five practice 
simultaneously, their effect on employee performance would be improved by 
three mechanisms.  First, when practices are consistent in their effect, they 
mutually reinforce the impact they exert on employee performance.  Second, the 
practices can flank each other.  Flanking refers to the strengthening of effect of 
the focal practice by putting in place practices that support the working of the 
focal practice.  Finally, practices can compensate for and thereby neutralise the 
potential negative effects of other practices.  
 
Based on these ideas, it was suggested that the full complement (or bundle) of 
high performance HR practices would improve employee performance, surpassing 
other forms of HR management.  In the final section of this chapter, several 
hypotheses regarding the effects and use of high performance HR bundle were 
formulated.  These hypotheses will be elaborated more fully and tested 
empirically in later chapters.   
 
In the following chapter the reader is presented with an overview of Ireland and 
the Netherlands as contexts from which companies operate.  To this end, a 
country profile will comprised of the principal socio-economic indicators will be 
presented.  Furthermore a sketch of the educational, industrial relations and 
cultural aspects of both countries will be provided with the purpose of considering 
the different conditions that the countries present as operating contexts for 
companies.   
 












When effectively conducted, the management of a country’s human resources entails a 
comprehensive assessment and matching of the skills attainment of the labour force and 
the skills requirement of the economy.  By providing people with the necessary skills 
and training they need to find a job, effective human resource management, among 
others, can mobilise a country’s labour supply, promote employment growth, address 
skills shortages and improve flexibility, all contributing to both workers and industry 
needs.  Furthermore, it has the potential to promote social inclusion across a range of 
marginalized groups, to support an increase in female labour participation and to 
enhance the quality of vocational and education systems.   
 
On the other hand, human resource management within a country is strongly influenced 
by its social institutions.  In particular, the societal effect approach points up that social 
structures shape management and organisation (Maurice et al 1986;  Maurice et al 1980;  
Sorge and Warner 1986;  Sorge 1991;  Lane 1992).  Three aspects of the social structure 
that are particularly important in the respect are discussed in this chapter.  First, the 
educational system provides employees with education and stratifies the workforce.  
The very structure of a company’s workforce thus mirrors that of the social strata (e.g. 





Maurice et al 1986).  Moreover, there is a dovetailing between the system of education 
and the system of training in a company that must be considered.  For example, the 
strong vocational bent of the German education system leads to very different personnel 
strategies when compared to what is observed in Great Britain (Sorge and Warner 
1986).  Solid basic education helps to induce companies to invest in the training of their 
workforce – for example, German and Japanese car manufacturers train their workforce 
more than the Americans do (MacDuffie and Kochan 1995).  Second, systems of 
industrial relations define the relationship between employer and employee, their rights 
and obligations as well as how conflict is managed.  Formal and informal employment 
protection determines to a large degree how firms sustain flexibility and adapt to 
business cycles (Abraham and Houseman 1989).  More generally, labour law and 
collective agreements can impose strong constraints on the development of human 
resource management (Looise and Paauwe 2001) although mandatory practices can also 
provide a supportive framework for the implementation of human resource practices 
(Paauwe 1989).  The adversarial and cooperative climate associated with a system of 
industrial relations has important implications for shop-floor management (Sorge and 
Streeck 1987).  Industrial relations also exert a strong influence on wage compression 
(Blau and Kahn 1996);  Beaudry and Green (2000) suggested that a compressed wage 
structure provides strong incentives for managers to train blue collar employees.  Third, 
culture refers here to the values, norms and institutionalised practices that prevail in a 
country.  On the one hand, by framing the perceptions and values of managers, culture 
has a pervasive effect on defining what is ‘good’ management (Templer et al. 1997).  In 
multinational corporations management styles and coordination and control 
mechanisms tend to reflect the country of origin of the company (Harzing and Sorge 
2001).  On the other hand, the values and orientations of employees have strong 
relationships with the use and effectiveness of managerial practices.  For instance, 
Kandel and Lazear (1992) argue that the Japanese ‘groupism’ provides flanking for 
team organisation and group compensation.  Lindbeck and Snower (2000) make the 
point that a value change in the direction of intrinsic work values supports modern 
‘holistic’ forms of organisation.   
 
In short then, human resource management exhibits important implications for the 
mobilisation, development and allocation of human capital and in this way contributes 
to the economic performance of a country. Moreover, it has the potential to shape social 
inequalities.  However, that structures and activities of organisations also reflect the 
very institutional arrangements of their societal environments should also be 
considered:  the system of generation and utilisation of qualifications and the system of 





industrial organisation are markedly different across societies and these are  expressed 
in the work and human resource management of the company;  thirdly a nation’s 
cultural orientation is also relevant in that it encompasses the values and beliefs salient 
to a people which in turn determine employees’ expectations and reactions.  These three 
components of a country’s structure form the main focus of attention in this chapter.  
The main objective will be to describe the educational, industrial relations systems as 
well as outlining the most salient aspects of cultural orientations of the Dutch and Irish 
people identified in the literature.   Before proceeding with this however, a brief country 
profile or background and their recent economic development will be presented.   
 
2.0  General overview:  demographic and economic background 
 
Introduction:  In terms of area, the island of Ireland is approximately double the size of 
the Netherlands.  The population of Ireland is however just under one fifth of that of the 
Netherlands.  In fact the Netherlands is in population density, probably the most densely 
populated country in Europe.  Between 1975 and 1995 the total fertility rate declined by 
almost 50% in Ireland and this effectively ended Ireland’s position as the high fertility 
outlier in Europe, a position it had held at least since the beginning of the 20th century.  
The fertility pattern in the Netherlands, compared to other European states, is dominated 
by a relatively large ‘baby boom’ in the early 1960’s followed by a fairly steep decline 
from the mid 1960’s bring the total fertility rate from 3.12 down to 1.7.  The 
Netherlands stands out among the other European countries for its ‘late motherhood’, 
the average age in 1970 being 24 and this has dropped to 28 years in recent decades 
(although Germany, Finland and Switzerland are not far behind)  (Netherlands 
Interdisciplinary Demographic Institute, 2002).   
 
    Table 3.1:  Background information 
 
 Ireland Netherlands 
Area (103 km2) 70.273 37.351 
Population (106) 3.794 15.919 
Population Density 55 470 
Population Growth 0.96% 0.35% 
Fertility Rate 1.9 1.7 
Urbanisation 59% 89% 
   Source:  Economist Intelligence Unit 
 






Historically, Ireland suffered from high unemployment, high dependency and the 
emigration of its youth.  The reversal of these conditions was the foundation of the 
robust Irish expansion of the 1990’s.  Over the past 30 years, Ireland has been 
transformed from a poor, largely agricultural society heavily dependent on the export of 
commodities to Britain, to a modern, highly industrialised economy.  Reversing decades 
of decline, Ireland’s population has been steadily increasing since the 1970’s and is now 
almost four million, its highest level in 130 years.  Concurrently and in contrast to most 
of Western Europe, Ireland also has a strongly expanding labour supply, a direct result 
of a population boom in the 1970’s.  Ireland has the youngest population in Europe with 
the median age in the country now approximately thirty years, easily the EU’s lowest. 
Seventy percent are under forty years old and fifty percent are under 25.  Population 
growth rate is approximately 0.96% and over forty per cent of the population reside 
within 97 km of Dublin.   
 
The Netherlands, also located in western Europe is bordered by Belgium to the south, 
Germany to the east and the North Sea to the north and west. Its population is about 
sixteen million and, due to immigration is increasing at a rate of .53 per cent per year 
(OECD 1999). It is one of the most densely populated countries in the world, with 
around 470 people per km2 . It occupies 37,351 km² (3.4 million hectares) almost all of 
which is at an altitude lower than 50m.   Approximately, sixty per cent of residents live 
below sea level, making the country particularly vulnerable to the rising sea levels.  The 
country's name reflects the efforts to reclaim land, which date back to medieval times 
and has spawned an extensive system of dykes.  Almost ninety percent of the Dutch 
population lives in urban areas. The four largest cities (Amsterdam, Rotterdam, The 
Hague and Utrecht) form the boundary of the so-called ‘Randstad’: the most populated 
region. 
 
3.0 Indicators of economic activity and sector breakdown 
 
Table 3.2 presents indicators of the Dutch and Irish and Irish economies: These provide 
an overview of details of economic and market indicators, of the principal industrial 
sectors, trade, public expenditure and indicators of unemployment.   






Table 3.2  Economic structures and growth 
 
 Ireland Netherlands 
GNP (109 US$) 86.0 397.5 
- Agriculture 4% 3% 
- Manufacturing 36% 27% 
- Service 60% 70% 
- R&D 1.5% 2.0% 
- I&C 6.7% 9.4% 
Growth GNP 11.5% 3.5% 
GDP/Capita (Euro) 24,905 24,318 
FDI (109 US$) 22.8 54.1 
Imports (109 US$) 48.4 183.5 
Exports (109 US$) 78.4 207.1 
"High-Tech' Exports (109 US$) 31.3 44.4 
Public Expenditures (%GDP) 32.61 45.81 
- Health (%GNP) 5.2 6.0 
- Education (%GNP) 4.5 4.9 
- Pensions (%GNP) 4.6 11.1 
Labour Force Participation Rate 67.61 74.11 
Unemployment Rate 4.2 2.8 
   
Source:    Economist Intelligence Unit 
  1Education at a Glance, 2002 
 
 
Ireland is a modern, trade-dependent economy.  Agriculture, once the most important 
sector, is now dwarfed by industry, which accounts for 36% of GDP and employs 
120,000 of the labour force. Important industrial sectors in Ireland are electronics, metal 
industry and machinery and equipment.  The service industry accounts for 60% of the 
country’s GDP.  Since 1987 it has been enjoying some of the fastest growth rates in the 
developed world.  While quite small by EU standards, the Irish economy nonetheless 
outperformed all OECD countries in real GDP growth over the last five years.   Fuelled 
by favourable demographics, capital formation growth and positive external factors, 
Ireland’s economy has expanded enormously over that period:  Between 1994 and 2000, 





real GDP increased by 9% annually.  The standard of living, measured by GDP per 
capita is now Euro 24,905 and exceeded the EU average by 1999.   Between 1982 and 
2000 the GDP per capita grew by an annual rate of 5.1 per cent and most of this was 
achieved since the early 1990’s.  Labour productivity grew between 1985 and 2000 by 
an annual rate of 3.4% and is now (2000) Euro 62,141.  This economic growth is said to 
be the fruit of free-market reforms adopted during the late 1980s in response to a 
budgetary crisis.  While Ireland has some of Europe’s lowest corporate tax rates, taxes 
on labour remain high.   
 
Ireland has become a major centre for US investment in Europe, especially for the 
computer, software and engineering industries, which in 1997 accounted for 54% of all 
employment in foreign firms based in Ireland.  Although exports remain the primary 
engine for Ireland's robust growth, the economy is also benefiting from a rise in 
consumer spending and recovery in both construction and business investment.  
 
Over the past decade, the Irish government has implemented a series of national 
economic programs designed to curb inflation, reduce government spending, increase 
labour force skills, and promote foreign investment. Ireland joined in launching the 
Euro-currency system in January 1999 along with 10 other EU nations. The economy 
felt the impact of the global economic slowdown in 2001, particularly in the high-tech 
export sector; the growth rate was cut by nearly half. Nevertheless, a growth rate of 4.4 
per cent would be the envy of most Europeans.  Growth in 2003 is expected to increase 
in the 4%-5% range (Economist 2002). 
 
Irish foresight in investment in its educational systems in previous years is now 
producing major dividends as an abundant, skilled labour pool is available to meet 
industry demands.  Record immigration, half of whom are Irish nationals, and increased 
female participation in the work force have also contributed to the 3% increase in labour 
growth during the last five years.  
 
Although Great Britain is still the most important source of imports (33%) and 
destination of exports (22%), the traditional dependency on Great Britain has changed 
as trade with both the United States and the European area has strongly gained in 
importance.  The most important goods for export are machinery and equipment as well 
as chemical products, primarily pharmaceuticals.  It is striking that nearly 40% of the 
export volume consists of so-called hi-tech exports.   
 





With a share of approximately thirty three per cent of GDP, public expenditures are by 
European standards, moderate.  The share of public expenditure relative to GDP has 
been greatly reduced over the last 15 years.  Five per cent of GDP has been allocated to 
health and 4.5 per cent to education.  Thanks to a favourable demographic structure, 
pension expenses have been only 4.7 per cent.   
 
The Netherlands has a highly developed European economy:  it is a prosperous and 
open economy depending heavily on foreign trade.  The economy is noted for stable 
industrial relations, moderate inflation, a sizable current account surplus, and an 
important role as a European transportation hub.   In spite of its importance for exports, 
agriculture contributes only 3% to GDP.  Seventy per cent of GDP is produced in the 
service industries while twenty seven per cent comes from manufacturing.  Industry is 
concentrated in petrochemicals and plastics, pharmaceuticals, synthetic fibres and food 
processing. There is also a wide range of light industries, including the manufacturing 
of electronic goods.  In the last 20 years, the Netherlands has developed a strong base in 
advanced technological industries including computing, telecommunications and 
biotechnology.  Deposits of natural gas (the only mineral resource of any size) meet 
much of the country’s energy needs.  
 
The Netherlands’ gross domestic product (GDP) was US$397 billion in 1999.  Its GDP 
per capita was Euro 24,318 in 2000, which is above average for the European Union.  
Between 1982 and 2000 GDP grew at an annual rate of 2.2 per cent which is well 
within the EU average (2%).  Labour productivity grew between 1985 and 2000 by an 
annual rate of 1.1 percent and is now Euro 62.531, which is only slightly higher than the 
Irish labour productivity.  
 
The Dutch economy is one that is highly interwoven in the European area.  Its main 
trading partners are its neighbours, Germany and Belgium.  Machinery and transport 
equipment comprise approximately one third of the country’s exports.  Also important 
export goods are chemical products, consumer goods and agricultural products.    
 
Public expenditure in the Netherlands is about forty six per cent of the country’s GDP 
and compared with European standards, is still high, although the combination of 
budget discipline and economic growth has reduced the share spent on public services.  
Health consumes six per cent of GDP.  Education is almost five percent and pension 
expenditures are a staggering eleven per cent.   





4.0 Labour force  
 
Ireland:  The economic recovery since the late 1980’s and the economic boom in the 
second half of the 1990’s was reflected in the growing number of people working in 
Ireland.  Since 1989 the size of the workforce has increased steadily from 1.308 million 
to 1.782 million in 2001 i.e. the workforce increased in this period by 36%.    As new 
workforce entrants first satisfied the higher demand for labour, the number of 
unemployed people was not reduced until 1993.  Since then, unemployment has 
declined continuously from 220,000 to 65,000 (2001).  The standardised unemployment 
rate was in 1993 15.6% and in 2001 it had dropped to 3.9%.  As a consequence, the 
employment population ratio has increased from 52.3% to 64.5% between 1990 and 
2000.  The labour force participation rate increased from 60.2% to 67.4% in the same 
period.  This is due mainly to the increase in women’s increased participation in the 
labour force.  For women the labour force participation rate has increased from a very 
low 42.6% to 55.7% in this period.  Table 3.3 reports on how the breakdown of the 
labour force by sector has developed between 1981 and 2001.  These figures reflect not 
only the dynamic of the Irish economy but also major structural changes.  Until recently 
agriculture had been an important sector of employment.  Between 1981 and 2001 the 
proportion of employment accounted for by this sector has decreased by 39% with only 
7% of the workforce being employed in this sector in 2001.  In the same period, the 
service sector has become the predominant source of employment in the country.  
Particularly strong growth occurred in the financial and business services.  69,000 
employees worked in this sector in 1981 and this had more than tripled to 218,000 by 
2001.  The other two major service sectors, the trade, catering and the community sector 
and the social and personal services sector also grew steadily in the period to 2001.  The 
number of people employed in the trade and catering sector increased from 187,000 
(1981) to 353,000 (2001).  The increase in the community social and personal services 
went from 222,000 in 1981 to 377,000 in 2001.  The increases in these sectors reflect 
the increased levels of private and public consumption in the country.  When people 
employed in the transportation and communication sector are added total service 
employment grew from 563,000 (49.8%) in 1981 to 1,091,000 (63.8%).  Manufacturing 
and related activities (construction, transportation and communication) did not take off 
before 1993 and grew less vigorously than the service sector.  In 2001 298,000 
employees worked in manufacturing and 180,000 in construction. In the period from 
1981 to 2001 the share of manufacturing employees fell from 21% to 17.4% and the 
share of construction workers increased slightly from 8.9 to 10.5%.    
 





Table 3.3 Civilian workforce breakdown by activities – ISIC rev. 2:  Ireland 
(Thousands (annual average estimates) 
 
Employment breakdown by activities 1981 1991 2001 
Agriculture, hunting, forestry & fishing 196 159 120 
Mining and quarrying   11     7     7 
Manufacturing 237 226 298 
Electricity, gas & water   14   14   12 
Construction 101   84 180 
Wholesale & retail trade: hotels & restaurants 187 217 353 
Transport, storage and communication   70   66 110 
Financing, insurance, real estate and business services   69 106 218 
Community, social and personal services 237 264 410 
Activities not adequately defined     9     5      1 
Source:  OECD Labour Force Statistics 1981-2001 
 
 
Table 3.4 Civilian workforce breakdown by activities – ISIC rev. 2:   
The Netherlands  (Thousands (annual average estimates) 
 
Employment breakdown by activities 1981 1991 2001 
Agriculture, hunting, forestry & fishing    247    293    231 
Mining and quarrying        8      14        9 
Manufacturing 1,062 1,169 1,120 
Electricity, gas & water       45      44      34 
Construction     402    418     510 
Wholesale & retail trade: hotels & restaurants     889 1,138  1,559 
Transport, storage and communication     321    403     488 
Financing, insurance, real estate and business services     468    682   1,262 
Community, social and personal services  1,630 2,236   2.483 
Activities not adequately defined        0      47      192 





The development of the labour force in the Netherlands has been less dynamic than in 
the Irish case but when compared to other European countries, it is still impressive.  
Since 1983 the volume of employment rose steadily with the exception of the recession 
year, 1993.  Between 1989 and 2001 the number of people working increased from 
6,065 million to 7,888 million (+30%).  Due to the increasing share of part-time 
employees (see Table 3.7 below) and reduced working hours the growth in the 
employment volume was more moderate in the Netherlands.  The number of 
unemployed people steadily decreased since 1987 (again with the exception of 1993) 





from 622,000 to 221,000 people in 2001.  The standardised unemployment rate fell 
between 1983 and 1992 from 9.2% to 5.5% and then peaked at 6.8% in 1994.  Since 
then the standardised unemployment rate continuously decreased and reached 2.5% in 
2001.  The employment population ratio grew between 1990 and 2000 from 61% to 
72.9% and the labour force participation rate grew from 66.2% to 74.9% in this period.  
As in Ireland, women account for the lion share of growth in labour participation.  The 
participation rate of women in the Netherlands increased from 52.4% to 65.7%.  
However, it should be noted that the labour force participation of men and women who 
are 55+ years is very low in the Netherlands as a consequence of early retirement and 
work disability schemes employed.   The sectoral breakdown of the Dutch workforce 
(see Table 3.4) shows that the surge in service employment explains most of the 
employment increase.  As in Ireland, the financial and business services grew most from 
468,000 in 1981 to 1,262,000 in 2001 (+170%).  Trade and catering employed in 1981 
889,000 and in 2001 it employed 1,559,000 (+75%).  Community, social and personal 
services accounted for 1,630,000 employees in 1981 and this number grew to 2,483,000 
in 2001 (+52%).  Together with transport and communication, the whole service sector 
grew between 1981 and 2001 from 3,308,000 to 5,792,000 employees, an increase in 
the share of service employment from 65% to 73.4%.  Manufacturing employment 
(+5.5%) and agricultural employment (-6.5%) remained relatively stable in the period 
and construction grew moderately by 21%.  Of total employment in 2001, 
manufacturing accounted for 14.2%, construction 6.% and agriculture 2.9%.  Taken 
together, these changes have confirmed the position of the Netherlands as one of the 
world’s strongest post-industrial economies.  
 
5.0  Education system: Structures and Outcomes 
 
The focus on education as an important mechanism of social stratification is linked to 
the role which education plays in the status attainment process and reward structure of 
societies.  This development is in turn related to the changes in the occupational 
structure, with a rapid growth in employment opportunities for those with technical and 
professional qualification and the contraction in employment opportunities for those 
who lack advanced education and training.  Comparative studies of education systems 
have pointed to the dimension of general versus vocational education as an important 
aspect of labour market organisation (Muller and Shavit, 1998).  The following first 
describes the Dutch and Irish education systems separately.  This section concludes with 
a discussion of the principal differences between these two systems.   
 







In comparative perspective, Ireland has experienced a much more rapid expansion of 
educational attainment among younger age cohorts than in many other European 
countries.  The introduction of the Free Education Scheme in 1966 in Ireland resulted a 
rapid increase in participation in second-level education.  While in 1966 only one in 
four of seventeen year olds was participating in full-time education, thirty years later 
this figure had increased to three out of four (Hannan and Smyth 1999).  The period 
since the 1980’s has been one of rapid expansion in educational participation in Ireland.  
In addition to this, there has been a rapid growth in the numbers of young people 
entering full-time third level education.  With the rapid expansion of third level 
provision, this proportion has almost doubled since 1979 particularly in the non-
university sector.  This expansion was primarily facilitated by EU funding.  In terms of 
per capita public expenditure on education, however, Ireland remains below the OECD 
average for the primary and second-level sectors.  Considerably more is spent on the 
more select tertiary education group than the primary or second-level sectors (OECD 
1998).   
 
The educational system in Ireland is well established and mirrors the international 
pattern of primary (5-12 years of age), post-primary (12-17 years of age) and third level 
(17-22 years of age).  Primary education provides basic introductory education with no 
formal examinations and lasts for eight years.  Secondary education is divided into a 
junior and senior cycle.  The junior cycle lasts for three years from age twelve to fifteen 
after which, students take the ‘junior certificate examination’.  The results of this 
examination are important determinants of choices made regarding the senior cycle of 
secondary education.  The senior cycle last 2 years and culminates in the leaving 
certificate examination which is a very important determining factor in the choices 
available to Irish school leavers (for a recent discussion of this see Hannan et al 1999;  
Hannan et al 2000).   
 
In the senior cycle both general and vocational education streams are provided.   
The vocational stream provides courses for the apprentices.  Apprenticeship training is 
the traditional path to skilled employment in Ireland.  FÁS, the national body 
responsible for training works with the Department of Education in facilitating 
provision.  It operates primarily in a number of “designated trades” such as engineering, 
construction, motor, electrical, printing and furniture. Apprentices are normally 
recruited by employers and undertake a four-year period of apprenticeship and entails 





attendance at school for two to three days per week. Trade examinations are taken at 
various stages, culminating in a senior trade exam and the award of a national craft 
certificate.   There are 31 approved subjects at Leaving Certificate that are both 
technical and academic in emphasis.  The research evidence however illustrates a low 
level of availability of technical subjects and their low take-up as examination subjects.   
 
Students complete their senior cycle education with the Leaving Certificate 
examination.  The Leaving Certificate results determine whether the student goes on to 
third level education in a University or Regional Technical College, to a Vocational 
Preparation and Training (VPT) or other courses at Post-Leaving Certificate (PLC), or 
to the labour force.  Due to the excess demand for places at third level, entry is rationed 
and is based on performance in the Leaving Certificate examination.   
 
The Dutch system 
 
Under the 1848 Constitution, any group of people may set up a school based on 
religious or philosophical beliefs or educational principles in the Netherlands. The 
government is responsible for supervising the educational system. School attendance is 
compulsory for children aged five to 18, although in the final two years they are only 
obliged to attend part time. Children of compulsory school age receive education free of 
charge, although schools may ask parents to contribute to the cost of extra-curricular 
activities.  The subjects taught in all types of school are laid down by law, as are 
attainment targets. This enables the government to ensure that qualifications are uniform 
throughout the country.  Schools set up by public authorities - usually municipalities - 
are called public-authority schools. All other schools, founded by private bodies, are 
called private schools. More than seventy five per cent of Dutch schools are private, but 
the government awards funding in the form of block grants to all schools meeting 
certain criteria.   
 
The Dutch education system is provided by both public and private schools and is 
divided into Protestant, Catholic as well as denominational primary and secondary 
schools.  The primary school (basisschool) is for children from 4 until 12 years of age.  
Children from 12 years may attend secondary education and it is at this stage that they 
choose between three levels of general education and preparatory vocational education. 
The first and highest level of general education (VWO) takes 6 years and prepares 
children for university.  In practice however almost half of these transfer to higher 
vocational education (HBO) (Borghans et al 2000).  A second, intermediate level of 





general education (HAVO) is also provided and while it allows access to higher 
vocational education there is no direct access to university from this stream. This type 
of education, takes 5 years.   Many school-leavers continue their education at the third 
lower level, namely intermediate vocational education (MAVO).  This is the lowest 
level of general education; it takes 4 years to complete and provides entrance to 
intermediate vocational education.   
 
Pupils in the first three years of secondary school are all taught the same core 
curriculum, consisting of 15 subjects. A vast majority of all 17-year-olds in the 
Netherlands have currently either completed or are still attending secondary school full 
time.  Third level, with higher vocational education and university education, takes 4 
years.  University is more oriented towards academic skills, higher vocational education 
prepares students for a particular occupation.  Access to both university and higher 
vocational education is, in principle, open to everyone who has VWO standard (for both 
university and higher vocational education) or HAVO degree (for higher vocational 
education only).  Rationing of places is rare occurring in only a few disciplines such as 
the study of medicine.   
 
The government provides financial assistance for the vocational training and retraining 
of the workforce both skilled and unskilled.  Where a training programme is approved 
by the government, employers can obtain grants towards the wage costs of employees 
during training and costs of the training course, such as teaching fees, materials, 
examination fees and travelling costs. 
 
Principal consequences of education system differences between Ireland and 
Netherlands 
 
The main differences between the Irish and the Dutch educational systems arise from 
the strong focus on vocational education in the Netherlands whereas in Ireland the 
system is based on providing a general education.  Educational reforms in the 1960s in 
Ireland meant that the different sectors of education became integrated into a common 
curricular and examination framework.  The consequence of such reforms was an 
overall weakening of vocational education and an increased emphasis on ‘general’ 
education within all school sectors (Breen et al 1990).  Consequently, in Ireland 
students follow largely uniform tracks leading to standardisation of their qualifications.  
In addition, they have a number of opportunities during their education when they can 
decide whether to continue their studies.  In the Netherlands there is a strong 





stratification of education – primarily between levels and later on also between fields of 
study.  This limits standardisation and students are obliged to make early decisions 
regarding both the length of their education and their field of specialisation.   
 












Ireland     
25-64 yrs population 25 18 22 35 
25-64 yrs labour force 18 17 23 42 
Netherlands     
25-64 yrs population 13 22 37 28 
25-64 yrs labour force   8 20 40 29 
Source:  OECD, Education at a Glance 2002. 
 
 
Educational Outcomes: Educational Credentials and Literacy 
 
In both Ireland and the Netherlands, the number of people who achieve higher levels of 
education has increased greatly over the last decades.  Table 3.5 reports the distribution 
of educational credentials among the population and the workforce in Ireland and the 
Netherlands in 2001.  The distribution of educational credentials is more polarised in 
Ireland than the Netherlands.  The share of people with only elementary and tertiary 
education is substantially higher in Ireland while the share of people with upper 
secondary education is much larger in the Netherlands. The large number of people who 
still have only elementary education in Ireland reflects the fact that free education has 
been introduced relatively recently in Ireland.  Not surprisingly, older cohorts account 
for the lion’s share of poorly educated people in both countries. The large stratum of 
upper secondary education in the Netherlands is due to the numbers pursuing the 
vocational stream in the Dutch senior secondary cycle. 
 
In comparative studies it is considered problematic whether levels of educational 
attainment (as proxies for cognitive skills) can be considered to be equivalents. 
International comparable tests show that the knowledge and skills of pupils of the same 
grade differ widely between countries.  However, the International Adult Literacy 
Survey permits a much closer examination of the quality of cognitive skills and their 





distribution across countries. Based on intensive paper-and-pencil tests, 'literacy' is a 
composite measure of three aspects of literacy: the comprehension of information 
derived from prosaic tests, documents; and quantitative representations (see OECD and 
Statistics Canada 1995; 1997; 2000; Statistics Canada and OECD 1998; for details of 
the composite measure, Mühlau and Horgan 2001). Literacy has been shown to be 
closely associated with the chances of finding employment (OECD and Statistics 
Canada 2000; Mühlau and Horgan 2001), with cognitive job requirements ((Mühlau 
2001), wages (Blau and Kahn 2000; Devroye and Freeman 2000; Mühlau and Horgan 
2001) and with the chances of acquiring work-related training (OECD and Statistics 
Canada 2000; Mühlau and Horgan 2001a). Moreover, the importance of literacy for 
employment, job requirements and wages tends to be larger in countries with a wide 
distribution of literacy (Mühlau 2001).  
 
Figure 1 displays the distribution of literacy (16-65) for Ireland (1a) and the Netherlands 
(1b). The differences in the distribution of literacy are striking: In the Netherlands, 
average literacy is substantially higher and the distribution is much more compressed 
than in Ireland; the main reason for this difference is the large number of people in 
Ireland who have low literacy scores. To put this finding in perspective: The 
Netherlands with Germany and the Nordic countries (Sweden, Finland, Denmark), 
belong to a group of countries with a very compressed literacy distribution and high 
average literacy. Ireland shares with other countries of a British heritage (Australia, 
Canada, New Zealand, US, UK) a wide distribution of cognitive skills, but has, like the 
UK, substantially lower average literacy scores than the Non-European countries of this 
cluster (OECD and Statistics Canada 2000; Mühlau and Horgan 2001).    




















When compared to the Netherlands, the distribution of the cognitive skills in Ireland is 
more dispersed between and within educational levels.  Table 3.6 presents the average 
literacy scores per level of educational attainment and the standard deviation within 
these educational categories for the population aged 25-44.  It demonstrates that even 
for these 'younger cohorts', the literacy differences between educational levels and 
within these levels are more pronounced in Ireland than in the Netherlands. Even in this 
'younger cohort', there is a substantial share of Irish people, in particular among the 
lower educated, that is below the literacy level considered "a suitable minimum for 
coping with the demands of everyday life and work in a complex, advanced society" 
(OECD and Statistics Canada 2000). In the Netherlands, in contrast, the vast majority of 
the people, including the lower educated, command developed cognitive skills. It should 
however be noted that Irish pupils scored quite well in the recent PISA (Programme for 
International Student Assessment) study (OECD 2002). With regard to reading literacy, 
Irish pupils ranked 5th out of the 32 included countries and 9th as far as scientific 
literacy is concerned. The mathematical literacy of Irish students is ranked 16th. 
Unfortunately, the results for the Dutch pupils have not been published.  
 
Table 3.6:  Literacy (25-44 yrs): Variation within and between educational levels 
 
 
 Ireland Netherlands 
Education Level Means S.D. Means S.D. 
Lower secondary (or lower) 242 54 265 45 
Upper secondary 286 40 303 31 
Tertiary 308 43 316 33 
Source:  Mühlau and Horgan 2001 
 
 
6.0   Industrial Relations and labour market reforms 
 
While the Netherlands and Ireland are countries that exhibit many differences, there is 
one dimension in which they have demonstrated a remarkably similar development.   
Since the mid 1980s, unemployment rates in Ireland and the Netherlands have 
plummeted, while the average rate for the European Union has maintained its long-time 
high level.  In 1987 Ireland’s unemployment rate was 17.5 per cent.  By 2000, Ireland 
had cut its rate to 4.2 %.  The turn around in the Netherlands’ unemployment rate was 
similarly impressive:  the rate dropped from a high of 11.0 % in 1983 to 2.8% in 2000.  
Pursuing ambitious labour market reforms in both countries – including wage 
moderation and the tightening of unemployment benefits – have helped to bring the 
Irish and Dutch rates down.   It can be argued that the role played by wage moderation 





in turning around unemployment in the Netherlands and explaining at least part of the 
improvements made in Ireland, reflects on the one hand, the fact that both countries 
were successful in reaching a considerable degree of consensus between what might 
otherwise have been divergent interests.  Related to this, it also reflects that the changes 
implemented were done so as part of a comprehensive package, combining wage 
restraints with other initiatives that helped soften the impact of the restraints on 
workers’ net earnings.  In this section the systems of industrial relations that prevail in 
Ireland and the Netherlands are sketched.  While these systems have in common the fact 
that both successfully pursued wage moderation through national agreements, given 
their respective industrial relations heritage, achieving this has brought different 
challenges and required different changes being made in the Irish and Dutch case.   
 
Up until very recently, Irish industrial relations have been firmly rooted in a system of 
voluntary and adversarial collective bargaining.  That the social partners (government, 
employers federation and unions) in Ireland have managed to endorse successive 
national agreements is at least partly indicative of the extent of change, which the 
country’s industrial relations landscape has experienced.  The Dutch, who were already 
working with a corporatist system, retained and developed further their strong 
commitment to co-determination and consensus. In the meantime, while this has 
brought agreement and relative industrial relations stability, does not mean it has been 
sheltered from criticism of being a hindrance to both company and labour market 
flexibility.    
 
Table 3.7:  Social pacts and national agreements in Ireland and the Netherlands 
 
 Social pact/agreement Year 
   
Ireland Programme of National recovery  (PNR) 1987-1991 
 Programme for Economic and Social Progress (PESP) 1991-1994 
 Programme for Competitiveness and Work (PCW) 1994-1997 
 Partnership 2000 1997-2000 
 Programme for Prosperity and Fairness (PPF) 2000-to date 
   
Netherlands Wassenaar (wage moderation) Bipartite 1982 
 Convergence and Concertation (institutions) 1992 
 A New Course (decentralisation) 1993 
 Flexibility and Security (flexicurity) bipartite 1996 
 
Source:   Estevez-Abe, Iversen and Soskice (2001) “Social Protection and the  
Formation of Skills:  A Reinterpretation of the Welfare State”, Varieties of Capitalism:  The 
Institutional Foundations of Comparative Advantage, Oxford:  University Press, pp 145-183 
 





Industrial relations:   
 
Ireland:   
 
The fundamentals of Irish industrial relations have their origins in the British system.  
These origins are still visible in the legal framework governing collective labour 
relations and the structures and bargaining tactics of the trade unions (Gunnigle et al 
1999).  The Irish system of industrial relations is described as based on voluntary 
collective bargaining as opposed to legal regulation.  Terms and conditions of 
employment are mainly settled by collective agreements which, are reached at 
workplace, enterprise and national levels.  The relations between employers and 
employees have been perceived as conflictual resulting in an adversarial union-
employer relationship. At the end of the growth period of the 1960s and 1970s, the Irish 
system of collective bargaining reached a crisis with high levels of wage settlement and 
industrial action frequently initiated by shop stewards at the plant level, in the 
pursuance of wage increases.  Since then, developments in Irish industrial relations over 
the last three decades have brought several changes to the Irish system:  the shift 
towards a more corporatist model of industrial relations and the establishment and 
diffusion of a non-union model throughout the employment scene in Ireland (Flood, 
Toner and Turner 1994).   
 
Macro-economic conditions in the 1980’s were dismal: between 1980 and 1986 
unemployment went from six per cent to 18 percent.  Coupled with economic 
depression and a concomitant restructuring of employment sectors, levels of union 
membership and density were declined steadily (Gunnigle, Morley and Turner 1994;  
Roche and Larraghy 1987).  It was clear to all parties - employers, unions as well as the 
government - that changes were needed.  The fate of trade unions in Britain under 
Margaret Thatcher perhaps rendered the Irish trade union movement both more 
considerate of as well as more open to orientating its policy to favour a shift towards 
partnership. Taken together, these developments have seen the pluralist style of 
industrial relations giving way toward a more corporatist model where the government 
has been a direct party in negotiations, exchanging tax cuts for wage moderation.  As 
can be seen from Table 3.7, between 1987 and 1990 unions, employer associations and 
government decided after five years of decentralised bargaining, again to enter a central, 





tripartite agreement, the Programme for National Recovery (PNR).  This three-year 
wage pact, limited annual wage increases to 2.5% between 1988 and 1990.  As part of 
the pact, the government agreed to offset the limits on wages by cutting income taxes 
and increasing spending on welfare, health and housing services.  Shortly after the 
programme was launched, the number of workdays lost to strikes fell sharply and 
business confidence improved.  Over time, unemployment declined and GDP growth 
rose.  The success of the PNR was a major factor in negotiations of the Programme for 
Economic and Social Progress (PESP) in early 1991 and the negotiation of the 
Programme for Competitiveness and Work (PCW) in 1994.  The fourth in the current 
series of national agreements, Partnership 2000, was ratified by the trade union 
movement in January 1997.  Academic studies of labour market reforms suggest that 
wage moderation was the key reform in Ireland as it allowed productivity to grow faster 
than wages (Blanchard 2000), a development which of course encouraged employers to 
increase hiring.  Gains in productivity also boosted firms’ profit margins, prompting 
employers to step up their investment spending.  Furthermore, Nickell (1997) found that 
income tax reductions have increased the incentive to work and the reductions made in 
the replacement rate through limiting the duration of social welfare benefits may have 
significantly lowered unemployment.   
 
Another characteristic of Irish industrial relations has been the failure of the union 
movement to gain a foothold in what has become a substantial, primarily American 
multinational presence in Ireland.  Although Ireland had a multinational presence prior 
to the 1950’s, greater movements towards an open market economy in Ireland in the 
1960’s meant that the foreign industry sector expanded to unprecedented levels.  By 
1983 a labour force of 87,600 was employed by multinational concerns in Ireland 
(Gunnigle, McMahon, Fitzgerald 1999).  The FDI sector now accounts for about one 
half of Irish manufacturing employment and over two-thirds of gross manufacturing 
output (Barry and Bradley 1997).  FDI inflows have mainly gone to the computer, 
instrument engineering, pharmaceutical and chemical sectors (Bradley 2000).  However, 
many of these FDI related concerns have demonstrated a distinct preference for non-
union status (Murray, 1984).  Consequently, over the decades in the foreign industry 
sector in particular, there has been a strong growth in the incidence of multinational 
companies committed to policies of ‘union substitution’ sometimes coupled with ‘union 
suppression’ (Gunnigle, 1995;  Flood, Toner and Turner 1994).   
 
Overall however, unionisation is still relatively high in Ireland and is still grounded in a 
pluralist tradition. The tripartite agreements may very well have given unions more of a 





participative decision-making role in economic and social issues than may otherwise 
have been.  The prevailing voluntaristic element means that industrial relations in 
Ireland are highly fragmented with different employment models coexisting side-by-
side.  In more recent years there is also concern as to whether the lack of a union 
foothold, particularly in the foreign sector in Ireland, reflects a ‘counterpoising of 
collectivism’ and a general trend towards the individualisation of the employment 
relationship (Gunnigle, Morley and Turner 1997; Gunnigle, Turner and D’Art 1998;  
Roche 2001;  Geary and Roche 2001).  The empirical data certainly confirm an 
association between US ownership and the use of individualised performance-related 
pay (Gunnigle Turner and D’Art 1998;  Roche 2001), skill based pay and personalised 
contracts (Roche 2001).   
 




In the Netherlands the corporatist model prevails and the system’s particularly strong 
emphasis on organised consensus is what sets it apart.  This implies a strong norm of 
high participation rights in decision-making processes and this is much more strongly 
institutionalised in the Netherlands than in any of its neighbours.  Over the years, the 
main developments in the Dutch industrial relations scene have been some pressures to 
decentralise negotiations, the arrival and establishment of part-time work as a serious 
alternative to the standard of highly protected and permanent employment in the 
Netherlands.   
 
The Dutch brand of corporatism involves consultation, coordination and bargaining 
over all important issues of socio-economic policy between union federations, employer 
federations and the government.  Organised interests become united in large federations, 
and bargaining over collective labour agreements is highly centralised.  It is based on 
tripartite consultation that exists at all stages of legislation and policy making.  While 
this is often institutionalised in advisory and regulatory bodies at the national level1 and 
industry boards much coordination also takes place informally (Hartog 1999).    
 
Dutch law guarantees the possibility of extending collective bargaining at the firm's 
level, and of expanding co-determination rights at this level even into areas about 





which, until recently, employers had the final word.  Legislation regarding co-
determination sees employers obligated to obtain the approval of the works council (in 
firms with more than 50 employees) or the worker representation body (in firms with at 
least 10 and up to 50 employees). Some claim that co-determination has reached 
maturity in the Netherlands, that works councils have become fully accepted by 
management and that in certain areas the works councils exert considerable influence on 
company policy.  In the Netherlands 92% of the companies with 100 or more employees 
have works councils, whereas in smaller companies this percentage has risen to over 80. 
Over the last 25 years employees’ co-determination has developed in the European 
Union, but to a lesser extent than in the Netherlands (European Industrial Relations 
Online (EIRO)).   
 
From the Second World War until approximately1980, Dutch industrial relations were 
marked by a strong dominance of the central level. Although collective agreements 
were not concluded at this level (since only employers, employers' associations and 
trade unions possessed the capacity to do so), the content of agreements was very 
largely governed by centralized control.  Having to support a highly generous welfare 
state, plus the fall-out of the two 1970’s oil shocks, all aspects of Dutch society were 
under strain.  This was particularly so when the government responded with reflation 
rather than retrenchment.  The turnaround in the Dutch labour market began with the so-
called Wassenaar Agreement, reached through negotiations between the government, 
unions and employers.  The effectiveness of the wage moderation initiative stemmed in 
part from the support it enjoyed from all parties.  For its part, the government undertook 
to sort out its fiscal mess and to lower taxes. The Wassenaar accord laid the foundations 
for a labour market recovery by limiting wage increases, tightening unemployment 
benefits and removing barriers to part-time work.  The Wassenaar Agreement was 
quickly followed by a strong recovery of the labour market, suggesting that the reforms 
precipitated the turn-around.  Nickell and van Ours (2000) point to wage moderation as 
the chief cause of the recovery and paved the way for the establishment of successive 
agreements  (see Table 3.7 for details).   
 
In recent decades calls for the decentralisation of negotiations to the sector and 
enterprise levels has been discernible.  That the system of industrial organisation in the 
Netherlands is under pressure is evident from the relatively recent reorganisations made 
to the employment and social security services.  But contrary to the claims of some, 
                                                                                                                                               
1 Sociaal-Economische Raad [SER] (Social Economic Council) and Stichting van de Arbeid (Foudation 
of Labour) 





international comparative research suggests that the Dutch brand of corporatism is not 
necessarily synonymous with rigidity but rather, is a system that can incorporate and 
permit much flexibility (Teulings and Hartog 1998).     
 
The most important single development in the Dutch labour market has been the 
removal of barriers to part-time work. The Wassenaar Agreement eased rules on part-
time work. Unions waived their opposition to part-time work, and part-time employees 
became eligible for full social security benefits, including unemployment insurance and 
disability insurance. Dutch employees have the right to demand part-time work, 
discrimination in terms of wages and career development is illegal. As a consequence, 
part-time work has become the prevailing form of work among women (see Table 3.8) 
and the Netherlands has been called the ‘first part-time economy’ in the world (Visser 
and Hemmerijck 1997). Part-time work is also increasing in Ireland, in particular among 
women. But while the position of professional part-time workers is good  (Barrett et al. 




Table 3.8:   Incidence and composition of part-time employment 1990-2000 
Part-time employment1 as a proportion of employed people 
 Men Women 
 1990 1998 2000 1990 1998 2000 
Ireland   4.2   8.2   7.7 20.5 31.2 32.2 
Netherlands 13.4 12.4 13.4 52.5 54.8 57.2 
 
Source:  OECD, Employment Outlook 2001. 
1 Part time employment refers to persons who usually work less than 30 hours per week in their main job.     
  Data only include persons declaring usual hours worked. 
 
Another important aspect must be seen in the context of the extensive employment 
protection enjoyed by Dutch permanent employees. Table 3.9 reports an index of 
employment protection that is composed of the legal protection of individual 
employees, of barriers for collective dismissals and company-based measures in the 
countries. While the Netherlands belong to the countries with strong employment 
protection, the position of Irish employees is less secure. In all three dimensions 
employment protection Irish employees have less employment security than Dutch 
permanent employees. 



















Sweden 2.8 4.5 3 .94 
Germany 2.8 3.1 3. .86 
Austria 2.6 3.3 3 .84 
Italy 2.8 4.1 2 .81 
The Netherlands 3.1 2.8 2 .80 
Japan 2.7 1.5 3 .76 
Norway 2.4 2.8 2 .66 
Finland 2.4 2.4 2 .64 
France 2.3 2.1 2 .61 
Belgium 1.5 4.1 2 .56 
Denmark 1.6 3.1 2 .53 
Switzerland 1.2 3.9 2 .49 
Ireland 1.6 2.1 1 .36 
Canada 0.9 3.4 1 .30 
New Zealand 1.7 0.4 1 .29 
Australia 1.0 2.6 1 .27 
United Kingdom 0.8 2.9 1 .25 
United States 0.2 2.9 1 .14 
 
Source:  OECD Employment Outlook (1998: 142-152, 1999);  Income Data Services (1996) 
1The summary scores can range from 0-6, with higher values representing stricter regulation.   
2 The summary scores can range from 0-6, with higher values representing more protection. 
3 The summary scores can range from 1-3, with higher values representing more protection 
4 The summary scores can range from 0-1, with higher values representing more protection. 
 
 
The other side of the coin is that Dutch companies increasingly use non-standard forms 
of employment to secure flexibility. The share of temporary employees rose from 7.5 
percent in 1990 to 12.7 percent in 1998 (in the same period it remained stable in Ireland 
at around 9 percent). Whilst the percentage of flexible employment contracts stood at 
7.9% of the working population in 1987, by 1995 it had increased to 10% 
(Arbeidsverkenning, 1987/94. CBS (Central Statistics Bureau) (1995)). Nowhere else in 
Europe does temporary work (through private temporary employment agencies) flourish 
as it does in the Netherlands. Temporary workers constitute about 3% of the total 
available labour supply. However, it should be mentioned that in the Netherlands steps 
are taken to provide these flexible workers with a degree of security and access to social 
security benefits (‘Flexicurity’). 
 
 





7.0  Wage and Income Inequality2 
 
Table 3.10 reports the ratio between top- and bottom-decile wages (a frequently used 
summary statistics for wage inequality), for Ireland, the Netherlands and other OECD 
countries from the mid-1980’s to the mid-1990’s.  These figures relate to full-time 
employees, and, depending on the country, to weekly, monthly or annual earnings. 
During this whole period, Ireland was one of the countries with a considerably large 
wage inequality.  The top/bottom decile ratio of earnings in Ireland is overtaken only by 
Canada and the United States.  Moreover, between 1987 and 1994 the increase in wage 
inequality in Ireland is the largest of the 15 countries for which data are available. 
However between 1994 and 1997 there is a remarkable decline in wage inequality in the 
country.  
 
 The Netherlands in contrast, belongs to the countries with a quite compressed wage 
distribution. The Dutch top/bottom decile ratio of about 2.6 compares with the Irish 
ratio of about 4.1 (in 1994). Moreover, the increase in wage inequality between 1987 
and 1994 was much more moderate than in the Irish case. Unlike in Ireland, wage 
inequality rose continuously , albeit moderately, during the second half of the 1990’s 
(Muhlau 2000a).  
 
Institutional factors are generally considered to explain most of the wage differences 
between countries (e.g., Blau and Kahn 1996). A high union coverage, centralised 
collective bargaining and minimum wages all contribute to the compression of the wage 
distribution. The differences in the industrial relation systems discussed in the previous 
section surely contribute to the differences between wage inequality in Ireland and the 
Netherlands. Another factor of relevance is the difference between the distribution of 
cognitive skills evident in Ireland and the Netherlands (discussed in the section above 
dealing with the countries’ respective education systems).  
 
The strong increase in earnings inequality between 1987 and 1994 in Ireland was nearly 
completely attributable to increased returns to human capital, i.e. education and 
experience. Changes in the composition of the work force and the within-group wage 
inequality played only a marginal role (Barrett et al. 1999). During this period, the 
industrial relations system was quite stable and collective bargaining relatively 
centralised due to the social partnership agreements. Institutional changes are hence 
                                                 
2 I thank Peter Mühlau for his help in developing the discussion presented in this section.   





unlikely to explain the increase in wage inequality. Apparently, an increase in the 
demand for skilled workers that exceeded the concomitant large increase in the supply 
of workers with higher educational attainment is the most important single factor 
boosting wage inequality during this period. In Ireland, the decline in wage inequality 
between 1994 and 1997 in turn can be explained by the large numbers of well-educated 
re-immigrants, which increased the supply of skilled workers (Barrett et al. 2000). 
  
The stability of the Dutch wage distribution during the 1980’s can be attributed to two 
disparate developments that offset one another. On the one hand, when compared to the 
situation in Ireland in the 1980’s, returns to endowments, in particular education and 
experience, increased to a comparable degree than in Ireland.  On the other hand, the 
share of lower educated workers and of younger employees in employment, who are 
both poorly paid, were reduced over time (Salverda 1998; Muhlau 2000a). In the 
1990’s, there are indications that by Dutch standards, wage inequality rose 
considerably.  The overwhelming part of this increase can neither be attributed to 
changes in the composition of the workforce nor to increased wage differentials 
between employee groups ('endowments'); nearly all of the increase in wage inequality 
can be attributed to increased within-group wage inequality (Muhlau 2000a). The 
increasing labour market participation of women, the large share of part-time and non-
standard employment had little impact on the wage inequality since the net gender gap 
in the Netherlands is relatively small and wage discrimination of part-time workers 
virtually non-existent (Muhlau 2000a). A still very centralised wage formation process 
(e.g., Teulings and Hartog 1998), strong tendencies to exclude people with lower 
productivity from the work force (and either move them into work inability allowance 
or into unemployment (e.g. Muhlau and Salverda 2000); and an improved matching 
between jobs and skills (Ter Weel 2000) which has helped to cope with 'skill-biased 
technological change'  have all contributed to the fact that wage inequality rose only 
very moderately in the Netherlands during the 1980’s and 1990’s when compared with 
other countries. 





Table 3.10 Trends in earnings dispersion, Ireland and other OECD countries,  
1987-1997 
 
 Top decile/bottom decile Change 
 1987 1994 1997 87-94 87-97 
Austria 3.47 3.65   0.18  
Australia  2.81 2.86 2.95  0.05  0.14 
Belgium 2.45 2.24*  -0.19  
Canada 4.45* 4.18  -0.27  
Finland 2.51 2.35 2.33* -0,16 -0.18 
France 3.18 3.08 3.06* -0.10 -0.12 
Germany 2.83 2.80  -0.03  
Ireland 3.68 4.06 3.93  0.38  0.25 
Italy 2.30 2.33 2.39*  0.03  0.09 
Japan 3.15 3.01 3.01 -0,14 -0.14 
The Netherlands 2.53 2.58   0.05  
New Zealand 2.83* 3.03   0.20  
Sweden 2.10 2.18 2.27*  0.08  0.17 
United Kingdom 3.31 3.39 3.41  0.08  0.10 
United States 4.24 4.52 4.61  0.29  0.37 
 
OECD Earnings Data Base; Barrett et al. 2000.   
* Figures refer to 1986 rather than 1987; 1993 rather than 1994; 1996 rather than 1997.   
Muhlau 2000a: Earnings Inequality in the US and Netherlands, 1979-1995. A decomposition 
approach. Mimeo. Groningen: Department of Economics, RUG 
 
 
The much stronger wage inequality in Ireland is also the main reason that the income 
distribution among households is more uneven in Ireland than in the Netherlands.  The 
Gini-coefficient of household income was in the mid 1990’s .324 in Ireland, which is 
one of the highest income inequalities in Europe.  In the Netherlands, the Gini-
coefficient .255, one of the lowest in Europe.  However, while income inequality has 
been stable in Ireland between the mid-1980’s and the mid-1990’s, it has strongly 
increased in the Netherlands during this period.  The reasons are cuts in transfer 
payments as well as the concentration of ‘dual career’ couples among the more well off.  
Redistribution is relatively more important in Ireland than in the Netherlands which is 
due mainly to the higher tax contributions made by the financially ‘better off’ (Foerster 
and Pearsons 2002).  However, the economic position of the elderly is more fragile in 
Ireland.  While older senior citizen disposed of 79 percent of the average household 
income in the Netherlands (1995), the respective figure in Ireland is only 71 percent 
(Foerster and Pearsons 2002).   The unequal distribution of income among the elderly is 
particularly striking in Ireland (Callan et al. 1996).  Reflecting differences in the 
Welfare state (Callan and Nolan 2000), the economic situation of pensioners depends 





crucially on their company pensions (Hughes and Nolan 2000). Compared with the 
Netherlands, the distribution of non-pecuniary benefits such as pensions and health 
insurance is much more uneven in Ireland and dependent on the employer. 
 
8.0  Culture and Values 
 
It is considered that employee performance may be influenced by work related values 
and attitudes and that these may vary internationally (Hofstede 1983;  Hofstede and 
Bond, 1988).  This cultural relativity may have important implications for management 
practices in companies.  A substantial body of cross-cultural research shows that many 
cultures do not share the same values, expectations or assumptions about work or even 
about management (Boyacigiller and Adler 1991;  Hofstede 1993;  House 1993; Yukl 
1994).  Smith et al (1994) found that in countries where a high degree of inequality 
among people is considered to be generally normal or acceptable in the population, (cf 
Hofstede 1984), management used more elaborate rules and formal procedures.  In this 
section, some principal findings from the literature are presented regarding the most 
salient differences between the Dutch and Irish cultural orientations.  This will be done 
using Hofstede’s classification of cultural dimensions (1980, 1983, 1983, 1984).  In the 
following section a brief overview of these dimensions will be presented before moving 
onto the main findings in terms of each of the two countries.   
 
Hofstede suggested cultures differ on four basic dimensions (1980, 1983, 1983, 1984) 
(1) uncertainty avoidance, (2) masculinity versus femininity, (3) individualism versus 
collectivism and (4) high versus low power distance. Hofstede explains differences in 
national work-related value patterns in terms of these basic dimensions:   
 
The first of these, the Uncertainty Avoidance Index (UAI) measures the extent to 
which a society relies on norms and procedures to alleviate the unpredictability of future 
events.  The items used in this index measure people’s tolerance to unknown or 
uncertain events by examining the extent to which they experience work stress, their 
orientation towards rule conformity and their inclination to stay with rather than leave 
the firm they work for.   The second dimensions, is measured using the Masculinity 
Index (MAS).  This index is used to capture the extent to which traditional male or 
female gender roles are dominant in the work values of a culture.  The index ranges 
from a high score (masculinity) to a low score (femininity).  Masculinity implies that a 
culture particularly values or appreciates opportunities for high earnings, achieving 
status (i.e. deserved recognition and promotion) and having a challenging position.  





Femininity reflects the relative importance attached to job security, living conditions 
and to an appreciation of mutually cooperative and amiable work relations.  The third 
dimension is measured using the Individualism versus Collectivism Index (IDV).  This 
can be described as an indication of the extent to which people are integrated into 
groups in the society in which they live.  It essentially examines the extent to which 
people rely on close ties, whether norms of mutual cooperation and help prevail.   This 
dimension can range from loose ties with little sense of mutual obligation 
(individualistic) to strong, cohesive ties with high expectations of giving and receiving 
help from others (collectivism).  The items reflecting people’s appreciation that of an 
individualistic dimension to their work are (1) to have a substantial amount of personal 
time i.e. non-work time to allocate to one’s family and friends;  (2) to have work 
autonomy in order to choose one’s own approach and method to work;  (3) to have 
challenging work to do, in the sense that one achieves a substantial amount of 
achievement from challenging work. A collectivistic orientation on the other hand 
indicates that people place a high value on what the organisation provides in terms of 
training opportunities and physical working conditions.   
 
(4) The aim of the Power Distance Index (PDI) is to examine the degree to which 
members of a society expect power to be shared equally. In other words, this index 
captures the extent to which norms of equality prevail in a society.  This index indicates 
whether the norm that people should be treated equally regardless of status, wealth or 
power prevails (i.e. low power distance) or whether there is a focus on centralisation of 
authority and autocratic leadership in the culture (high power distance).   
 
Hofstede used these four dimensions to map the work-related values and attitudes of 
fifty countries of which Ireland and the Netherlands were two.  Table 3.11 summarises 
the scores for Ireland and the Netherlands on each of the four indices.   
 
Table 3.11  Hofstede’s cultural indices scores for Ireland and the Netherlands 
 
 
 Ireland Netherlands 
Index Score Rank Score Rank 
Individualism vs collectivism IDV 70     12 80    4/5 
Power distance PDI 28     49 38 40 
Masculinity vs femininity MAS 68       7/8 14 51 
Uncertainty avoidance UAI 35     47/48 53 35 
 Source:  Hofstede 1991 
 





Examining the scores on individualism and power distance indices, we find very little 
difference between the Dutch and Irish in terms of these dimensions.  Apparently, the 
two cultures attach similarly low importance to having strong or cohesive ties with 
people (IDV score).  That is to say, relative to the other countries in the study, the IDV 
scores suggest that strong ties or connections are not a particular priority for either of 
these two national cultures.  Furthermore, the countries also exhibit similar scores on 
the extent to which social equality is a valued social outcome i.e. the power distance 
(PDI).  Relative to the other country scores, Ireland and the Netherlands both yield low 
scores on this index.  This implies that these are both cultures that expect power to be 
distributed equally among members of their societies.   
 
Where the countries exhibit differences however is in terms of the masculinity and 
uncertainty avoidance outcomes. The somewhat higher scores for the Irish on the 
masculinity index (MAS) suggests that the Irish put a greater premium on high 
earnings, recognition, advancement and challenge.  For work values, this suggests that 
opportunities for advancement and attaining high earnings as well as receiving 
acknowledgement will all be salient aspects of the Irish employee’s definition of a good 
job.  This outcome also implies that these attributes will be of lower value to the Dutch 
who apparently particularly value good working relationships with their supervisory or 
manager, working with people who cooperate well with one another, and working and 
living under secure and desirable conditions.   
 
A further difference between the Dutch and the Irish can be seen in terms of uncertainty 
avoidance outcomes which suggest differences between the countries on people’s 
feelings about uncertainty in their lives.  Between the Irish and the Dutch, the Dutch are 
the higher avoiders of uncertainty.  According to Hofstede (1994) this should imply, 
given the greater inclination among the Dutch to feel threatened by uncertain or 
unknown situations, they will particularly value the certainty and security that comes 
with structure, guidelines and continuity, placing a high priority on security and 
regularity.  According to Hofstede in uncertainty avoiding societies attempts to reduce 
uncertainty might take the form of many formal laws and or/informal rules controlling 
the rights and duties of employers and employees.  There may also be many internal 
rules and regulations controlling the work process.  In a country such as Ireland on the 
other hand, which has a lower score on the uncertainty avoid index, it would be 
expected that rules would be established more in the case of necessity and people would 
particular value the ability to solve problems without resorting to formal rules.  
Furthermore, while in strong uncertainty avoidance cultures, people like to work hard, 





or at least to be always busy, in weak uncertainty avoidance societies, people are held to 
be quite able to work hard if there is a need for it otherwise, relaxation and leisure is 
considered to be desirable.   
 
Two studies more recently conducted that have examined work values among university 
graduates in Ireland Kuol (2002) and the Netherlands (Farag and Allen 2002).  These 
studies report data that can be used to compare current work values of Dutch and Irish 
graduates.  Two items that are comparable across the two samples pertain to career 
expectations:  the item that examines the importance of promotion and career prospects 
targets the extrinsic dimension of advancement.  The item asking about continuous 
learning refers to a more intrinsic dimension of development.  Comparing the samples, 
it emerges that the Irish graduates tend to rate the extrinsic aspect of career development 
more than the intrinsic aspect whilst the Dutch regard the latter as more salient.  
Another pair of comparable items examine the relative importance of high income and 
social climate as work goals.  Whilst the Irish regard high income as being more 
important than interpersonal relationships, the Dutch attach more importance to the 
social climate aspect.  In fact, for the Dutch this is the most important dimension of 
their work experience (Farag and Allen 2002).   
 
These findings are corroborated by the ISSP survey of 1989.  This survey is more 
representative of the entire population and the responses can be directly compared.   
When asked how important the respondents regard high income to be, 88% of the Irish 
but only 63% of the Dutch regard it to be important or very important.  Good 
opportunities for advancement are considered to be important or very important by 93% 
of the Irish and 86% of the Dutch respondents.  When we turn to the more intrinsic 
qualities of work, we find that 87% of the Dutch and 74% of the Irish consider it as 
important or very important whether they are able to work independently in their job.  
There is no item that examines the importance attached to the quality of social relations 
at work.  However it takes time to cultivate social relations such as friendship and 
family ties outside of work.  43% of the Dutch and 38% of the Irish find it important or 
very important that their job allows a lot of leisure time.  
 
8. Research in high performance human resource management in Ireland  
 and the Netherlands 
 
In this section attention will be given to what is known about the management of human 
resources and in particular about the use and effectiveness of high performance human 





resource management in Ireland and the Netherlands.  In order to do this an overview of 
the relevant literature that frames the discussion on these issues in both countries will be 
presented.  This provides the reader not only with an overview of the use of human 
resource management by companies in Ireland and the Netherlands but also touches on 
the main issues that frame the discussion in the respective forums in Ireland and the 
Netherlands.   
 
A very large part of what is known about human resource management in Ireland arises 
from two large-scale and prominent studies that have been conducted in the country.  
The first of these is the Cranet E Survey, a comparative study of human resource 
practices in 15 countries and for which data has been collected in Ireland during 1992, 
1995 and 1999.   The second of the two large-scale studies conducted in Ireland is the 
study entitled Irish Management Practice in the Changing Marketplace.  This study 
involved data collection in Ireland using the UCD Workplace Survey in 1996-1997 on a 
range of areas including industrial relations, human resource management and work 
organisation practices.  Given that the debate on human resource management in Ireland 
has arisen largely from these two studies, it appears appropriate to confine the 
discussion of the Irish case to this work.   
 
While in the past, the role of human resource management in Ireland has been 
predominantly one of managing industrial relations issues (Gunnigle et al 1997), there is 
evidence that this is changing and is doing so to the extent that the role of the HR 
practitioner is adopting a much more stronger strategic or performance focused 
dimension (Monks 1992;  Gunnigle and Morley 1997;  Gunnigle et al, 1998).  
Analysing the Cranet E data, Gunnigle et al (1998) found that the human resource 
function in Ireland is seems to be far from a peripheral function in the majority of 
companies in Ireland.  The authors report it as a widespread and expanding function, 
particularly among American-owned companies.  Apparently the human resource 
function is one which companies are willing to dedicate a substantial amount of 
resources to its operations and development.  First, the large average HR department 
size indicates that substantial numbers of employees are recruited into and deployed in 
the function. Secondly, Irish HR managers are generally well-experienced - nearly half 
of the companies recruit HR managers from within the organisation.  This recruitment 
from within may reflect an attempt by the company to benefit from the tacit knowledge 
and experience accumulated by managers during their time with the company.  
Furthermore, the majority of these managers are equipped with tertiary education.  A 
third issue discussed by the authors that points to the status of HR in Ireland, is that a 





majority of company’s exhibit a formal written HR strategy, nearly half of company HR 
managers are involved in the company’s own business strategy formulation and they 
were found to be increasingly members of board of directors.  While over 40% of 
companies indicated that they took the time to systematically evaluate the programmes 
and practices implemented by their HR department, this evaluation was more likely to 
be conducted by US- rather than Irish-owned firms. 
 
Despite the apparently important role played by HR departments in companies in 
Ireland, the diffusion of these practices appears to be somewhat limited (Gunnigle et al 
1994; 1997; Geary 1999;  Roche 1999;  Roche and Geary 2000).  Moreover, there are 
only a few indications that these practices are applied in a systematic fashion 
(McCartney and Teague 2001; Geary and Roche 2001).  Most of the companies using 
high performance HR practices appear to adopt them sporadically rather than 
systematically (Horgan and Mühlau 2003).  The Irish discussion of the adoption and 
diffusion of these practices has mainly dealt with two issues:  First, it has been 
examined whether these practices are more prevalent in new and non-unionised 
establishments where managerial discretion may be unconstrained by established 
patterns of personnel management and collective agreements (Gunnigle et al 1998;  
Roche 2001;  D’Art and Turner 1999).  Second, the role of the multinationals in the 
diffusion of these practices has been scrutinised (Turner et al 1997; Geary and Roche 
2001; Turner et al 2001; Roche 2001). With respect to both issues the data have been 
inconclusive and the findings controversial.  Very little work has been conducted 
specifically on the adoption of bundles of human resource practices.  Roche (1999) 
reported on data collected in 1992 on commitment enhancing practices comprised of a 
mixture of work organisation, human resource and conflict resolution practices.  While 
the incidence of this bundle was reported to be low, it was suggested that companies 
taking steps to integrate their HR and business strategies as well as companies being 
exposed to international markets were found to be two factors associated with using the 
bundle.  Teague and McCartney (2001) worked with data collected in 1996 from three 
sectors of the Irish economy and examined the relationship between training and a range 
of human resource practices.  While this study did not explicitly look for evidence of 
the practices being implemented in a bundle per se, they did find that the majority of the 
HR practices were positively associated with the extent to which companies used 
training practices.   
 
Finally, even though few of these studies specifically examine the effects of the high 
performance bundle, the discussion that prevails nevertheless suggests a general 





concern regarding the negative implications of the practices for employee welfare and 
involvement or decision-making.   Focussing on work organisation rather than HR 
practices, Roche and Geary (2000) report that the changes that are taking place in how 
companies organise their work places in Ireland imply limited discretion and narrowly 
circumscribed decision-making authority for employees.  This study also suggests that 
work involvement is contingent on a strong union presence in the company.   
 
In the Netherlands a similarly rich data base as the Cranet E and the UCD Survey has 
either not been conducted or been made publicly available.  Consequently, recent 
developments have not been systematically described in the literature.  On the basis of 
the Dutch 1989 OSA Vraagpanel, Ten Have (1993) described the incidence of internal 
labour market arrangements in the Netherlands.  The most important findings of this 
study were that while internal labour market arrangements were plentiful in the 
Netherlands, their use did not appear to follow a strategic rationale.  Ten Have 
demonstrated that these arrangements were not – as might be expected - associated with 
organisations that would benefit from the resultant specific skills, knowledge and high 
commitment.  A strong union presence and a prominent personnel department were 
however, found to be closely associated with internal labour markets which suggests 
that the institutional embedding is a main driving factor behind the incidence of these 
arrangements in the Netherlands.  This corroborated the findings of an earlier survey 
about personnel management in the Netherlands (Buitendam, 1979).  The 1970’s saw 
personnel managers in the Netherlands largely pre-occupied with the concerns of 
industrial relations democracy, and in terms of the status of the manager at this time it 
appears the function did not warrant its own autonomous personnel policy.  The 
heritage of developed internal labour markets in the Netherlands remains salient in the 
discussion of high performance human resource management in the Netherlands.  These 
elaborate internal labour markets, supported by employment legislation, work councils 
and unions (see above) have the consequence that many of the practices associated with 
the high performance model are very widespread or even mandatory in the Netherlands.  
For example, Paauwe (1989) claims that that most companies in the Netherlands were 
already using the majority of Pfeffer’s 16 ‘best practices’ since the 1970’s.   These 
primarily encompass practices that are associated with employment protection such as 
employment security, a long term perspective, internal promotion and practices that 
ensure employee involvement such as information sharing, participation and team 
organisation (Pot 1998).  The popularity of the employee involvement practices may be 
explained on the one hand, as being isomorphic with the institutionalised forms of 
participatory democracy and the high value of consensus in the Dutch culture and on the 





other, as being a reflection of management’s desire to motivate its employees and 
provide them with intrinsic rewards (Wiersma and van den Berg 1998). Other 
components of the high performance bundle, in particular, selective recruitment and 
incentive systems are not included in the Dutch package.  Compared to the other 
European countries included in the study, apparently the Dutch companies were the 
most reluctant in terms of introducing and using performance incentive systems 
(Brewster and Hegewisch 1993).   
 
Looise and Paauwe (1998) report that in more recent years much change has been afoot.  
The economic recession at the end of the 1970’s ushered in a renewed sense of 
efficiency.  This brought home the importance of developing a systematic approach to 
human resource management and of defining the function in terms of developing an 
approach that would be coherent with the company’s overall business strategy (Looise 
and Paauwe 2001).  Empirical work conducted suggests that over recent decades human 
resource management has become more aware of the need for a consistent HR strategy 
and of the HR-corporate performance relationship (Looise and Paauwe 2001).  There 
are also indications that the status of the function has improved in that Dutch line-
managers are more than ever before now involved in the human resource management 
of the company (Looise and Paauwe 1998).  However there are indicators that human 
resource management in the Netherlands is still “…trapped in a web of institutional 
arrangements…” (Boselie et al 2001, p. 1118).  For example, Schilstra (1998) studied 
firms in two industries that differ mainly by the density of their regulatory network - the 
metal and computer industries.  He concluded that independent of these regulatory 
differences, the need to balance the interests of various stakeholders and bodies strongly 
affects firm-specific outcomes of human resource decisions.  This strategy was 
explained by the perceived need to secure legitimacy, acceptance and cooperation.   
 
As in Ireland, there have been no studies in the Netherlands that have examined the 
performance effects of high performance HR practices.  The exception is a recent study 
(Boselie et al, 2001) which is a survey of 132 firms in four industries.  While there are 
indicators that the intensity of monitoring is associated with reduced performance, the 
high commitment component is completely unrelated to company performance.   
 
In summary, comparisons made between Anglo-Saxon and Dutch research (Boselie et 
al 2001;  Looise and Paauwe 2001) suggests that the development of HR management 
in the Netherlands has its own particularities.   On the one hand, HR in the Netherlands 
has not yet developed any substantial interest in corporate strategy or in integrating HR 





with the company’s business strategy (Ten Have 1993;  Boselie et al 2001) and on the 
other, that processes of institutionalisation appear to be crucial for the scope and 
approach to the management of human resources in the Netherlands.  Finally, there are 
indicators of a selective take-up of high performance HR practices, but in particular, 
incentives appear not to be popular.   Dutch research on human resource management 
emphasises, as do the Irish, the relationship with industrial relations and a concern for 
industrial democracy.  While the Dutch emphasise the institutional context as a 
constraint for human resource management, the Irish are more concerned with the 
effects of changing forms of human resource management on the institutional context 
(e.g. substitution of unions).  This suggests that high performance human resource 




An objective of this chapter has been to describe various institutions in both Ireland and 
the Netherlands.  The chapter comprised of two sections.  In the first section, a brief 
overview of the key socio-economic of both countries was provided.  This involved 
examining some key societal indicators such as demographic details as well as some 
main socio-economic indicators of each country were presented.  In the second section, 
the societal institutions typically associated with mobilising the human resource 
potential of a country were treated.  First, the education systems of Ireland and the 
Netherlands were described and this was done with an eye on drawing out the 
implications of the differences between these systems.  This was followed by an 
overview of the arrangements used to oversee industrial relations issues in the two 
countries.  Again, this was comprised of both descriptive and comparison dimensions.  
The most prominent cultural attributes that are discussed in the relevant literature as the 
most defining aspects of Irish and Dutch cultural orientations and their implications for 
work-related issues were presented.   Finally, developments in the usage and practice of 
human resource management in the two countries were outlined.  This also provided an 
opportunity to present an overview of the most salient issues being discussed in the 
literature by scholars and researchers on human resource management related in Ireland 
and the Netherlands.   
  
 Chapter 4 
             
  
Research design, 




This chapter sets out the method of data collection employed for this research. It 
provides an outline of the method chosen to collect the data for the study and the 
nature of data obtained.  Some attention is given to the problems encountered in 
obtaining the data and the steps taken to overcome these.  Details regarding the 
sampling frame used are outlined and finally, the chapter presents an overview of 
the sample obtained.   
 
A principal objective of this research is to study the use and consequences of 
human resource management practices in companies in Ireland and the 
Netherlands.  To examine the research questions outlined in Chapter 1 and to test 
the hypotheses specified in Chapter 2, it is essential that the data satisfy several 
criteria.  First, it will be necessary to have data available that are rich in detail 
regarding the practices that comprise companies’ human resource management.  It 
is also important that the data are a good source of information about particular 
key context factors that are central to the study - such as indicators of the type of 
competitive or business strategy the company is applying and data regarding other 
important company correlates.  It is of key importance that comparable data be 
collected from companies in Ireland and the Netherlands.  While in general, 
secondary sources of information tend to be limited in this field, what existent 
data bases there are do not however, fulfil the criteria specific to this study.  In 
particular, they do not incorporate the factors of explanation that are pertinent to 
this study.  Consequently it was essential that the data needed for this study be 
collected from companies in both countries.   
 
Other relevant issues relate to the sampling and sample size.  Many studies 
examining human resource management related issues in companies have been 





confined to single industries (MacDuffie 1995;  Hoque 1999; Ichniowski et al 
1997, Wood and de Menzes 1998) but for this study it was considered essential to 
acquire samples of companies that were large enough to represent a range of 
diverse industries.  Only by achieving this could it be hoped to capture the 
variation in company approaches to human resource management and employee 
occupational groupings.  Finally, to test the theoretical ideas developed for this 
study, a sufficient number of companies was needed to ensure adequate statistical 
power for hypotheses testing.  To this end, it would be necessary to ensure that a 
substantial sample size was acquired.   
 
In the following section, the issue of the most appropriate research design for a 
study such as this is elaborated upon.  The chapter proceeds by outlining details of 
the data collection process undertaken.  In this section some attention is also given 
to the infamous problem of data collection in organisations and in particular the 
problems encountered in this case due to the international dimension of the study.  
In the third section, the sample frames employed in Ireland and the Netherlands 
are described.  Finally, by way of overview of the sample, the chapter concludes 
by presenting some general statistical descriptives of the samples obtained. 
 
1.2 Types of research design 
 
The issues discussed in this section reflect a very important decision taken in the 
research study - which type of research design to use?  Several design types that 
may be considered appropriate are presented in this section.  Their strengths and 
weaknesses both in general, and in particular in the light of the specific research 
objectives of this project are discussed.  The objective here is to give the reader an 
overview of the rationale that informed the decision to select one particular design 
over the others.   
 
Case studies:   
 
The surveying of a single plant or handful of purposively selected plants is one of 
the most common methods used in the human resource and work practices 
literature (Pot 1989; Adler 1993).    In research of this sort, the investigator gains 
access to one or more organizations for the purpose of studying work practices.  
This research design enables the investigator to observe the site directly and 
intensively and to conduct open-ended interviews with key organisational 





informants.  It also facilitates the collection of documentary information on the 
company, past and present if desired.  While the greatest strength of the case study 
methodology is that it allows an elaborate investigation and in-depth interviewing, 
this requires considerable time and resources on both the part of the researcher 
and the participant or respondent.  This renders permission to gain entry for data 
collection purposes more onerous.   
 
 
The case study method due to its intense and elaborate observation techniques 
applied at the research site, is a method very suited to exploratory research.  It 
allows the researcher to proceed from the outcomes of the case study to the 
development of theoretical framework and explanation rather than vice versa.  
However, while qualitative comparisons can be made between individual plants, it 
is generally not possible to measure specific plant-level properties and to obtain 
generalisable conclusions regarding the relationships between HR practices and 
employee/company performance.  Hence the validity of the case study 
methodology stands or falls on the representativeness or theoretical significance 
of the work sites that have been selected by the researcher.  The most critical 
shortcomings of this research design for this study are first that one can only guess 
at what it is about the plant studies that produces the particular pattern of practices 
and outcomes observed.  Furthermore, whether the company’s structure is 
representative of its industry or national economy cannot readily be ascertained.   
 
Employee surveys within companies:   
 
This is a very common method of gathering data on workforce characteristics.  It 
is a favourite methodology among social scientists and the vehicle for the 
collection of many key social and economic indicators.  The core of the design is 
the selection of a sample of households, interviewing employed persons within the 
household regarding their demographic attributes, work histories and experiences, 
job characteristics and their attitudes towards work and their employee (see, for 
example, Cole 1979;  Kohn and Schooler 1973;  Kalleberg et al 1996).  This 
survey methodology has certain advantages:  it is relatively easy to obtain a 
sampling frame of households in specified geographic areas;  respondents’ work 
time and duties are not interrupted when interviews are conducted in their homes;  
and it is typically not necessary to obtain permission from someone other than the 
respondent (for example management and/or the union) to conduct the research.   






However the validity of the household survey as a research design is seriously 
undermined if the objective is to study precisely the organisation of human 
resource management in a company.  The main problem with this method is the 
obvious lack of variation of human resource systems within a company (beyond 
minor differences associated with departments and occupational groups).  
Furthermore, the quality of the data regarding the human resource practices 
consists mainly of  different perceptions and personal experiences of the human 
resource management by the employees of the company (Boeselie ; Gaertner and 
Nollen 1989).  The amount of reporting inaccuracy does not just pertain to human 
resource management, but extends also to seemingly simply variables such as firm 
or establishment size and the amount of inaccuracy escalates when questions of 
structure arise, for example questions relating to the extent of bureaucracy, 
hierarchy or centralisation (Lincoln and Kalleberg and Marsden 1990).  A valid 
design for addressing these sort of questions must obtain reports on organisational 
management, functioning and structure from sources better informed than the 
employees themselves.   
 
Household-followed-by employer survey:   
 
Another approach that seeks to overcome these limitations has been a two-stage 
approach which obtains from respondents the names and addresses of their 
employers and then directly gathers data on these companies (Knoke et al 1996;  
Kalleberg et al 2001).  This can be done either from various documentary sources 
or from interviews with key informants in the company.  Such a two-stage 
research design circumvents the problems of systematic response bias associated 
when employees are the sole informants for the study (Lincoln & Kalleber 1990).  
This is a very powerful design, providing a representative sample not only of the 
labour force of a particular area but their places of employment as well.  However, 
this type of two-stage approach has an important limitation for this study:  This 
method requires matching data between employee and company and this criteria 
is made very difficult by the fact that this method tends to yield as many 
establishments as respondents (see Hodson 1983) .  








The use of a multi-level method of employee and company levels puts the 
investigator in a strong position to make causal inferences as to the impact of 
employing organisations on individual-level performance (Lincoln and Kalleberg 
1990).  The key advantages of this approach over the household-followed-by 
employer survey method are, given that data is collected from a sufficiently large 
number of firms, multivariate statistical analysis is permitted and considerable 
variation in employee and job attributes within, as well as between plants, is 
secured.  Yet if the objective of the study is to generalise to the national 
population of companies as a whole, the two-stage plant-employee methodology 
can also be problematic. Due to the notorious difficulties associated with securing 
permission to collect data from both levels of the company, this method can yield 
a less representative sample.  A recent example of this problem was reported by 
Appelbaum et al (2002) who found that their final sample lacked 
representativeness as it was comprised largely of a select group of companies that 
were particularly willing to participate in the study. In fact, the difficulties 
involved in collecting such nested company-employee data can also mean a 
sample size which is smaller than that originally envisaged or planned, this may 
not only lack representativeness but also power thus, prohibiting the testing of 
company level effects.   
 
Organisation surveys:   
 
Given the limitations of the methods described above, it was decided that the 
organisation survey method would be best suited to this study.  The main reason 
for this decision is that of all the methods discussed, it is the most efficient and 
economical way to collect data from a large number of organisations and 
moreover, to achieve this in two countries.  In particular, the key advantages of 
this approach over the others are first when compared to the case study and multi-
level methods, access is far less problematic due to relatively less time and 
intrusion associated with completing a survey.   This implies that a larger number 
of companies participate which in turn, allows inferences to be made to a defined 
population.  Furthermore, the larger number of companies facilitates multivariate 
statistical analysis. When compared to household surveys, the firm characteristics, 
management practices and performance data are more reliable as they are 





provided by key informants that have access to and sufficient familiarity with the 
range of issues incorporated in the study.  Consequently, it was decided that the 
most effective way to proceed would be to obtain company level data only would 
be this via postal survey methods.  
 
1.3 Details of data collection process 
 
International mail surveys aiming at a national sample of companies have a 
history of a very low response rate.  For regular mail surveys without a telephone 
follow-up or pre-contact, response rates typically vary between 6% and 16% 
(Harzing 1997). Even with the use of reminders, the response rate can struggle to 
reach a two digit level.   Furthermore, from research that has analysed the 
responses of a large scale international mail, it appears response rates differ 
dramatically between countries (Harzing 1997).  Harzing (1997) found that 
principal factors that determine differences in international response rates are the 
geographical proximity and cultural distance that exists between sender and 
recipient.  Consequently it was felt that effort should be made to try and minimise 
all the effect of all these factors that are generally problematic with respect to 
organisational survey data collection as well as those specifically associated with 
international organisational survey research.  For both it was felt that 
communicating a credible and professional image of the research team as well as 
taking steps ensure that recipients could relate to the team and its goals would be 
very worthwhile.  In what follows there is a fuller discussion of both the specific 
problems encountered by this project and the efforts made to circumvent these.   
 
The first issue related to the problem of research saturation: In recent years the 
explosion of the success of business schools and departments, organisation and 
work place consultancy bureaus, has brought with it a veritable 'inundation' of 
researchers focussing on the study of management and management-level 
policies.  On top of this the questionnaire for this study was relatively lengthy 
questionnaire (with 277 items included).  Hence it was essential that the 
questionnaire itself be carefully designed in order to maximise appeal and ease of 
completion.  Given the length of the questionnaire, particular efforts were made to 
standardise both the format of the questions and the response categories 
throughout the questionnaire as much as possible.  Here the intention was to 
reduce the complexity of the questions and thereby minimise the amount of time 
and effort required to complete the questionnaire.  Another measure used was to 





avoid open questions.  In fact, the final version of the questionnaire contained 
only pre-structured questions which only required the respondent to mark 
appropriate response boxes.   
 
As mentioned earlier, it was feared that the data collection in Ireland would be 
encumbered by a lack of willingness to participate with a Dutch research institute.  
Given that companies are already heavily targeted by researchers based in Irish 
research and education institutes, it was considered that the ICS being relatively 
unknown to business in Ireland did not bode well for securing a reasonable 
response rate.  Given these three problems, two strategies were implemented.  
First, particular attention was given to the lay-out, wording and presentation of the 
letter of introduction. In order to improve a sense of familiarity, letters of 
introduction were prepared with personalised addresses and salutations.  In the 
case of the letters sent to companies based in Ireland, the name of this author was 
also added to lend a touch of ‘Irishness’!  These letters were further personalised 
by using the personal signatures of both professors.   
 
It was hypothesised that companies would be more likely to respond if the help of 
an intermediate party could be enlisted who, in their formal capacity, has contacts 
with a large number of companies, and from which, the data collection for this 
project could benefit.  The Interdisciplinary Institute of Management of the 
London School of Economics kindly provided support for the study.  This meant 
that the study could be presented now as a joint co-operation between the ICS and 
the London School of Economics.  It was hoped that the reputation of the latter 
institute would, at least in part, help to overcome the problem of lack of 
familiarity.   
 
Incentives are very often reported to improve response rates (Fox et al 1988).  As 
the financial budget of this project was limited, it was decided to offer companies 
a feed-back report.  The letter of introduction offered companies in Ireland a 
company-specific feedback report.  Given the larger sample in the Netherlands it 
was decided that a company-specific report would not be feasible.  Hence a 
standardised, general report of the findings was offered to participants based in 
the Netherlands. Pre-paid, self-addressed envelopes to be used by the respondent 
to return completed questionnaire were also used. 
 





Having sent a letter explaining the study and the benefits it would deliver should 
companies participate, this was followed up with making telephone contact with a 
selection of the companies.  The purpose here was to achieve a degree of personal 
contact and to further discuss the study with those who may be willing and 
interested.  The outcome of this second strategy was successful to a certain 
degree.  Several companies expressed a definite interest in participating, however 
it was clear that given the resources available to the researcher, an exorbitant 
amount of time and effort would be needed to obtain sufficient numbers.     
  
One obvious problem in cross-national research that is less likely to arise in 
studies limited to one country is that posed by language differences.  The 
necessity to translate measurement instruments from one language into another 
poses a significant threat to the validity of comparative research designs, as 
substantive differences between countries become confounded with measurement 
incongruencies (Lincoln and Kalleberg 1990).  The translation problem has two 
dimensions.  Literal exactness which refers to the existence of literally equivalent 
words (Lincoln and Kalleberg 1990) and the second larger problem is conceptual 
equivalence.  Terms such as work commitment and work conscientiousness may 
have literal equivalents but may evoke such divergent images and understandings 
that the result is a substantial degree of cross-cultural non-comparability.  
Fortunately, the linguistic structure of English and Dutch are reasonably similar. 
Coupled with the fact that companies in both countries have sufficient experience 
with surveys addressing similar themes of human resource management and 
performance outcomes, it was reasonably unproblematic to translate the concepts 
back and forth.  It was highly likely that any problems of conceptual non-
equivalence were consequently resolved.  Moreover, data analysis resulted in 
similar patterns of inter-correlations between variables.   This provided substantial 
indication that the two language surveys were tapping equivalent concepts.  The 
degree of similarity of the pattern of relationships among variables provided 
strong indication of equivalence and validity of measures across both settings.  
Thus, once the pilot study was complete, the company level questionnaire was 
adapted and preparations began to conduct the main study.   
 
1.4 Sample frame 
 
An issue particular to the Irish context was that the number of companies in 
Ireland that would fulfil the size criteria for this study would in total be relatively 





small when compared to the Netherlands. Consequently it was decided that 
business listings comprised by third party agencies should be used to compile the 
sample.  By using these listings as sources of sample frame it was hoped would 
give a relative undercoverage of smaller, less export-oriented companies.  Hence 
for the Irish sample, the source of companies, a listing of their names, postal 
addresses and other relevant details were obtained from the Industrial 
Development Agency (IDA) and Kompass Ireland.  It was decided that in order to 
include as many potential participant companies as possible in the mailing, it 
would be beneficial to reach companies that may not yet be inundated with 
research proposals.  Consequently, the scope of the sample was extended beyond 
the capitals of both the countries. Eleven hundred medium- to large-sized 
companies were randomly selected from these listings.  Multiple establishments 
of the same organisation were deleted and this resulted in a target population of 
900 firms in Ireland. In the Netherlands the names and addresses of five thousand 
randomly selected companies in the Netherlands were obtained from the Chamber 
of Commerce (Kamer van Koophandel).  
 
Companies in both countries were sent a letter of introduction, a pre-structured 
questionnaire1 and a pre-paid, self-addressed envelope to be used by the 
respondent in order to return the completed questionnaire.   After a 'waiting 
period' the initial mailing was followed up with reminder letters being sent to 
companies that had not yet participated.  An acknowledgement of receipt and 
letter of appreciation was forwarded to those companies that had participated.  
Given the low returns yielded by the reminder in both Ireland and the 
Netherlands, it was decided that further reminders would be futile.  The period of 
data collection began in September 2000 was complete in early 2001.   
 
A total of 81 usable questionnaires were returned from Ireland, giving a response 
rate of 9%.  In the Netherlands 59 unopened questionnaires were returned (due to 
a combination of establishments having moved or the address being incorrect).  In 
total 311 usable questionnaires were returned and this provided a response rate of 
6.3%. When compared with ‘individual’ or ‘household’ studies then the response 
rate is without doubt low.  These response rates are also at the lower end of the 
range of regular mail surveys without telephone pre-contact or follow-up.  
However, even some of the more well-established and widely recognised cross-
                                                 
1 A supplement to the main questionnaire book was also included in order to allow companies to provide data 
on more than one occupational in the study group if they so desired.   





national research projects have not necessarily had much more success.  The 
Employee Direct Participation in Organisational Change (EPOC, 1997) reports a 
response rate in some countries at 9.4%.  Perhaps in terms of resources, a more 
favourable comparison is the Ph.D study by Ordiz Fuertes (2001). The response 
rate yielded by this study is 4.8% (Ordiz Fuertes, 2002). Finally, it should be 
noted that the questionnaire used for this study was lengthy and despite efforts to 
counteract this, it is expected to have dampened the returns achieved by this 
study.    However everything that was possible, within the resource constraints 
imposed, was carried out in order to secure a reasonable response rate.  
Consequently it appears reasonable to conclude that the response rates from both 
data collections were not than a typical response rate achieved by this type of 
research design.   
 
1.5 Overview of the sample 
 
In this section, a brief overview of the two samples is provided in order to 
facilitate the reader in better evaluating the nature of the organisation discussed in 
subsequent chapters.  In what follows the industry types, the size, the age, the 
extent of independence and types of ownership produced by companies is 
outlined.  The distributions for the Irish and Dutch samples are presented 
simultaneously in each table for ease of reading.   
 
Table 3.1 Distribution of companies (respondents) by industry:   
   Count (percentage) 
 
Sector Country  
 Ireland  Netherlands Total 
Process industry 11 (14) 46   (15)  57 (15) 
Food,  textiles and misc. 13 (16) 76   (24)  89 (23) 
Metal and electrical 30  (37) 47   (15)  77 (20) 
Public services   9  (11)   4     (1)  13   (3) 
Private services 17  (21) 92    (30) 109 (28) 
Information not provided   1    (1)  46   (15)   47 (12) 
Total 81 (100) 311 (100) 392 (39) 
 
 





Table 3.1 shows the distribution of participating companies within each of the 
seven industry categories.  The NACE codes 15, 17, 24, 26, 27, 28, 29, 31, 33, 36 
are represented in the sample (manufacturing NACE only here).  As might be 
expected both samples have a reasonably large proportion of companies in the 
private sector (21% and 30% for the Irish and Dutch samples respectively) and 
the food, textiles and miscellaneous categories (16% and 24% for the Irish and 
the Dutch respectively).  Within the Irish sample the largest share of companies 
are found in the private service and metal and electrical industries.  In the 
Netherlands, the largest number is found in the private sector (21%) with the food 
textiles and miscellaneous categories follow.  Most of the public sector 
companies are drawn from the Irish sample (n=11) but apart from this, the 
category distributions appear to be reasonably similar for comparable purposes.   
 
 
Table 3.2 Distribution of companies (respondents) by employment size 
   Count (percentage) 
 
Size classification Country  
Number of employees: Ireland  Netherlands Total 
50-99 35   (43) 119    (38) 154 (39) 
100-199 15   (19) 121    (39) 136 (35) 
200-499 16   (20)   42    (14)   58 (15) 
500+ 14   (17)   25      (8)   39 (10) 
Information not provided   1     (1)     4      (1)     5   (1) 
Total 81 (100)  311  (100) 392 (100) 
 
Table 3.2 outlines the distribution of companies with four size categories.  The 
majority of companies in both samples have reported being in the first size 
category i.e. employing 50-99 workers, with the share of the Irish being 43% and 
the Dutch proportion is 38%.  sample.  As both samples included companies 
across the range of size categories, it is possible to draw general conclusions about 
the human resource practices in different sized companies.   






Table 3.3 Distribution of companies (respondents) by the amount of years  
established:  Count (percentage) 
 
Age classification Country  
Years established Ireland  Netherlands Total 
0-9 yrs 22  (27)   16    (5)   38    (10) 
10-19 yrs 16  (20)   31   (10)   47    (12) 
20-39 yrs 24  (30)   85   (27) 109    (28) 
40-99 yrs   6    (7) 128   (41) 134    (34) 
100+ yrs 12  (15)   38   (12)    50   (13) 
No information provided   1    (1)   13     (4)    14     (4) 
Total 81 (100) 311 (100)   392 (100) 
 
The majority of companies located in Ireland and the Netherlands have been 
established for 40 years or less.  The majority of the longer established companies 
(from the 40+years category upwards) are however located in the Netherlands.   
While the Dutch sample contains companies in all of the age categories, the Irish 
sample contains somewhat biased more recently established reflecting the 
demography of Irish industry.   
 
Table 3.4 Distribution of companies (respondents) by company status 
   Count (percentage) 
 
Company status Country  
 Ireland  Netherlands Total 
Part of a larger organisation 55   (68) 171  (55) 226  (58) 
Totally independent 17   (21) 129  (42) 146  (37) 
Information not provided   9   (11) 11      (4)   20    (5) 
Total 81 (100) 311 (100) 392 (100) 
 
The majority of companies from the Irish sample (68%) are part of a larger 
organisation.  The Dutch sample is more evenly distributed with 55% of 
companies reporting being part of a larger organisation and 42% reporting a 
totally independent status. 






Table 3.5 Distribution of companies (respondents) by ownership status 
   Count (percentage) 
 
Owndership status Country  
Primarily….. Ireland  Netherlands Total 
…domestically owned 21   (26) 197  (63) 218  (56) 
… foreign owned 45   (56)   75  (24) 120  (31) 
No information provided 15   (19)   39  (13)   54  (14) 
Total 81 (100) 311 (100) 392 (100) 
 
As may be expected, the lion’s share of companies from the Irish sample are 
foreign owned while most companies in the Dutch sample (63%) are domestically 
owned concerns.  This reflects the extraordinarily importance of foreign direct 
investment for the Irish economy.    
 
 
1.5.1 Sample distribution and representativeness 
 









(1995) 1 Percent 
  50-99   43   26 
100-199   19   29 
200-499   20   27 
500+   17   17 
Total 100 100 
 
1 Source:  Gunnigle et al 1994, Price Waterhouse Cranfield Project 
(Ireland) 
 
Table 3.6 provides a breakdown according to size of establishment of both the 
sample of respondents for this study and for the sample frame used for the Cranet 





E study in Ireland (1995). Taken together however, the size categories 
represented in this study appear to be reasonably in line with the Cranet E 
sampling frame. The number of smaller companies represented in this study is 
however larger than that observed in the sample frame used for the Cranet E 
survey.  This difference quite likely reflects the fact that different business 
listings were used for the compilation of sampling frames.  Unlike in the 
Netherlands, companies in Ireland are not obliged to register with an independent 
body as they do in the Netherlands (Chamber of Commerce).  Consequently, 
researchers are dependent on business listings that are most often produced for 
commercial purposes.  The Cranet E Survey used such a listing - the Business and 
Finance list of the top 1,000 trading companies and the top 500 non-trading 
bodies in Ireland.  It appears that the share of larger companies in this listing is 
greater than smaller companies i.e. that it is biased towards larger companies.  
The listing used for this study was not produced for commercial reasons and this 
as a consequence may have account for the sampling frame being compiled for a 
relatively larger share of smaller companies.  
 











  50-99  38  55 
100-199  38  27 
200-499  14  14 
500+    8    5 
Total 100 100 
1 Source:Sampling frame of companies in the Netherlands provided by  
chamber of commerce, Netherlands 
 
The breakdown according to size indicates that on the whole there is agreement 
between the samples with the exception that the sample for this study has 
somewhat fewer smaller companies that the Chamber of commerce sampling 
frame.  This may be explained by the fact that the interest smaller companies 
show in completing questionnaires tends to be dampened by their perceptions of a 
general lack of relevance of the issues covered by such surveys for their concern.  





Added to this, smaller companies in the Netherlands are frequently of 'branch' 
status and consequently neither have the authority to decide to participate in such 
organisational surveys (Kovic-Devey et al, 1994).   
 
 Table 3.8: Distribution of establishments by industry:  Irish sample 
 






(1995) 1 Percent 
Process industry   14     7 
Food textiles & misc    16   23 
Metal and electrical    37   13 
Public Services   11   28 
Private Services   21   21 
Total 100 100 
1 Source:  Gunnigle et al 1994, Price Waterhouse Cranfield Project 
(Ireland) 
 
Table 3.8 provides a breakdown according to the sector in which the respondent 
companies operate.  The agriculture, mining, construction and utility sectors have 
been systematically excluded.  When the sector breakdown for this study is 
compared with the sector breakdown of the Cranet E Survey (1995), we see there 
is a satisfactory degree of similarity.  
 
 Table 3.9: Distribution of establishments by industry: Dutch sample 
 







Process industry   15   10 
Food textiles & misc   24   10 
Metal and electrical   15   14 
Private Services2   30   66 
Total 100 100 
 
1 Source:  Sampling frame of companies in the Netherlands provided by 
 chamber of  commerce, Netherlands 
  2  Public sector has been omitted from this reporting 






Table 3.9 outlines the details regarding sector breakdown.  The Dutch sample 
collected for this study reflects well the Chamber of Commercie sampling frame 
with the exception of the service sector being under-represented in this study.  
However, the results in the empirical chapters that follow have been accordingly 
examined for differences between manufacturing and services sector.  No 
differences were found and hence it appears this under-representation does not 




This chapter has discussed the advantages and disadvantages of several research 
designs for a study such as this.  While the case study is a method that promotes 
an intensive and in-depth examination, it was felt that the main draw-back of 
focussing on a limited number of case studies would be that it would neither allow 
generalisability to the population nor the conducting of the multivariate statistical 
analysis that are considered necessary to test the hypothesised relationships.  
Surveying employees within companies has the advantage of being able to 
relatively easily secure a sample, the main problem arises from the fact the 
problem that employees' stock of knowledge about company practices and 
policies would be limited and is also known to be frequently biased (see Lincoln 
and Kalleberg 1990 for a fuller discussion).  Furthermore, this design would not 
provide the extent of human resource management variation that would be 
required for this study.  It was felt that even if these employees employers were 
contacted (ie a household-followed-by employer survey design), the extent of 
effort required to match employees with companies would be too much for this 
study.  Finally, while a multi-level design would have facilitated the testing of 
causal inferences between company and employee levels, the principal drawback 
was the difficulties experienced by researchers in securing a sample that is 
representative of the population of interest (Appelbaum et al 2002).  Given the 
fact that an organisation survey is the most efficient and economical method to 
collect data both from a large number of companies and from two countries, this 
method was considered to be the most appropriate.  The response rates for this 
type of method are generally low and the main causal factor found associated with 
this is a lack of familiarity between sender and recipient.  This chapter outlined 
several steps used in order to circumvent this problem and improve the success of 
the data collection.  Response rates of 9 and 6.4 percent were secured for Ireland 





and the Netherlands respectively.  An overview of the sample revealed that the 
distributions of the samples were reasonably similar in terms of the sector and size 
of the companies.  While the Irish sample was found to be biased in terms of more 
recently established companies and foreign-owned companies, the Dutch sample 
contained companies from all categories of these distributions.    In Chapter 5, we 
turn our attention to the question of whether there is empirical evidence to 
substantiate the use of the high performance human resource bundle among 
companies in the samples. In this chapter cluster analyses techniques are applied 




 Chapter 5 
              





Adopting HR practices demands considerable time and money from a firm, both 
for incorporating the practices into operations and to oversee their on-going, day-
to-day implementation.  Given the extent of set-up and running costs, is it 
reasonable to expect a firm to invest in all five of the practices included in the 
high performance HR bundle.  This chapter approaches the prediction of whether 
a firm will implement the bundle first by considering the costs and benefits the 
firm can expect to face when adopting the bundle of practices.  Recall from 
Chapter 2 the full high performance bundle includes five HR practices: incentives, 
relational signals, guidance, training and selectivity.  Because each practice 
represents a considerable investment to a firm, does the adoption decision simply 
boil down to picking and choosing from among the five?   
 
The logical conclusion to the theoretical ideas outlined in Chapter 2 suggests that 
any firm hoping to maximise the benefits from its HR investment is unlikely to 
embark upon such a pick-‘n-mix approach.    In fact, the essence of the idea of 
complementarity among the practices suggests that unless all five are in place, a 
firm runs the risk of forsaking the full potential of the practices.  To recap this 
arises because while each practice is expected to improve certain aspects of 
employee performance, each is also limited in the scope of its effect and, in some 
instances, may even be detrimental to some employee performance outcomes.  
This implies that, in order for a firm to maximise the employee performance 
potential of any one of the high performance HR practices in which it invests, it 
must apply complementary practices that will not only reinforce but also flank or 
support as well as mitigate the less favourable effects of the practice.   
 








Returning to the original question of whether the firm can be expected to invest in 
all five high performance HR practices, the strengths and weakness of each of 
these practices, combined with the firm’s desire to maximise the potential of its  
 
HR investment, imply that the most feasible outcomes would be either investing 
in the full complement of high performance HR practices or investing in few, if 
any at all.  In terms of the employee performance outcomes, to invest in some – 
but not all of the bundle implies that, because they are lacking the other 
complements, these HR practices will yield less than their full potential of returns 
for the firm.  Consequently, it is expected that: 
 
Companies will choose either to use the full complement or none of the five 
high performance human resource practices.  
 
This chapter examines whether high performance HR practices are used as 
predicted above, that is to say, whether adoption patterns reveal a bi-modal 
outcome of a full and low use of the practices.  Cluster analysis procedures will be 
used to examine this question.  After a short introduction into the kind of cluster 
techniques that will be used, the details of the distribution regarding each of the 
measures of high performance HR practices will be presented.  Each practice 
distribution will be examined separately for Ireland and for the Netherlands.  
Next, the cluster analyses will be presented and described, followed by an 
evaluation of the cluster solutions or outcomes.  Finally the substantive meaning 
of the outcomes will be interpreted and discussed in light of the theoretical 
expectations discussed above.  
 
2.0 Identifying types of HR clusters 
 
Cluster analysis refers to a group of multivariate techniques whose primary 
purpose is to group objects (i.e. in this study, companies) on the basis of 
characteristics they possess.  Cluster analysis classifies objects "... so that each 
object is very similar to others in the cluster with respect to some predetermined 
selection criterion.  The resulting clusters of objects should then exhibit high 
internal (within-cluster) homogeneity and high external (between-cluster) 
 





heterogeneity." (Hair et al, 1998, p. 473).  Cluster analysis is a deterministic 
method that unambiguously assigns objects to clusters (rather than probabilistic 
methods that assign probabilities of belonging to a group).  Although there is a 
wide variety of clustering methods, the two most widely used in the social  
sciences are hierarchical agglomerative cluster methods and the k-means 
clustering (non-hierarchical cluster procedures).  Since the purpose of the cluster 
analysis is to identify the extent to which companies use the five HR practices, it 
was decided to cluster the companies on the basis of distance measures rather than 
correlation coefficients, which do not reflect the levels of the clustered variables.  
 
In the HR literature, hierarchical clustering is by far the most common technique 
used to discuss high performance bundles or types, (see, for example Ichniowski, 
1995; MacDuffie, 1994; Arthur, 1992).  Recently, probabilistic clustering has also 
been applied (Wood & De Menzes, 1998).  The disadvantage of probabilistic 
clustering is that the reliable detection of fuzzy clusters requires a considerably 
large numbers of cases (Bacher, 1996), far exceeding that of the present sample 
size.  Given this, hierarchical cluster analysis may be the most appropriate method 
for small samples.  In relation to medium-to-large sample sizes, however, this 
technique exhibits severe disadvantages.  The irreversibility of the hierarchical 
cluster procedure may create artificial results, since 'undesirable' early 
combinations persist and affect the subsequent aggregation of clusters.  Moreover, 
outliers tend to have a strong effect on the clustering process (Hair et al, 1998).  
Taken together it was considered that a two-stage clustering procedure should be 
employed which combines hierarchical clustering with a k-means clustering 
procedure.  In the next section, the variables to be used in the analyses will be 
described.   
 
2.1   High performance human resource practices:  operationalisation 
 
High performance HR management is operationalised by the extent to which 
companies use the following five practices:   
 
(1) Use of Incentives: this refers to the importance of performance and skill in  
determining the compensation and promotion opportunities given to core  
 








employees, the use of performance appraisals, and the awarding of bonuses  
for individual- and/or team-based merit.  
 
(2) “Relational Signals”:  these reflect the level of such pecuniary and non- 
pecuniary benefits provided by a company to its core employees as high 
wages, fringe benefits, profit-sharing and promotion opportunities. 
 
(3) Guidance:  the extent to which companies provide core employees with  
guidance and support in the development of their jobs and careers, and to 
the extent that management and supervisors have clear expectations 
regarding the behaviour and performance of their employees.   
 
  (4) Training:  this variable refers to whether the company has formal training  
programmes, and the proportion of core employees who receive on- and  
off-the-job training from the company, or are offered further education  
opportunities.  
 
(5) Selection:  refers to the extent to which companies apply rigorous selection  
criteria in the recruitment and promotion of their core employees.  
 
See Appendix I for details of operationalisation.  
 
2.2 Distribution of high performance human resource practices in Ireland 
and the Netherlands 
 
In this section, the distribution of the HR indicators for the two countries is 
described.  The purpose is not only to inform the reader of differences in HR use 
between the two countries but, given that cluster analysis is particularly sensitive 
to skewed distribution, also to check the distributions.   
 





The variables used to measure the HR practices do not exhibit a natural scaling.  
Most of the HR variables have been standardised1 using the pooled data with the 
exception of the variable Relational Signalling.  This exception was made for 
theoretical reasons:  in order for a company to build a reputation among its 
employees as a generous and fair employer, it is necessary that it appears to be 
more generous and fair than the average company in the same country.  
Theoretically, the extent to which a company can be said to exhibit relational 
signalling is strongly related to the extent to which other companies in the same 
country offer relational signals.   Standardising the relational signalling variable 
on the basis of the pooled data would result in the loss of this ‘relativity’ 
dimension for this concept.   In order to retain relativity, it was considered more 
appropriate to retain the 'own country' dimension by standardising relational 
signalling for the two data sets separately.   In terms of the other four HR 
activities, the effect of these practices is not primarily one of signalling and 
therefore, their effectiveness is expected to depend on the absolute level rather 
than the relative position within a country.   
 
Tables 5.1 and 5.2 present principal summary statistics for the five high 
performance HR practices in Ireland and the Netherlands.   Starting with the 
Ireland sample, Table 5.1 presents the values for the mean, standard deviation and 
skewness for each of the five practices.  While the distribution of Incentives 
indicates a slight negative skewness, and that of Guidance some positive 
skewness, all of these values, on the whole, are within the range of acceptability 
of -1 to + 1 (Hair et al, 1998).  This indicates that the five skewness values 
conform to the characteristics for which a cluster analysis can be used.   
                                                 
1 The use of unstandardised variables can be problematic, because the distance measures applied in cluster 
analysis are also quite sensitive to different scaling or magnitude among the variables.  This implies that, in 
general, variables with a larger dispersion (i.e. larger standard deviations) exert more of an impact on the 
final similarity value.  For these reasons, it is appropriate to standardise the variables.  By converting each of 
the variables to standard scores (i.e. by subtracting the mean and dividing by the standard deviation), any bias 
that can occur due to scaling differences will be subsequently reduced.   
 









Table 5.1.  Descriptive statistics for High performance HR practices:  Ireland  
 
HR practice Frequency Mean Standard 
deviation 
Skewness 
Incentives 74 .13 1.10       -.60 
Training 76 .32    .90  .22 
Relational signals 71 .00  1.00  .04 
Guidance 72 .11  1.00  .82 
Selectivity 78 .26  1.06 -.25 
 
 
Table 5.2 presents the mean, standard deviation and skewness values for the 
Netherlands data.   While the distribution of Incentives and Selectivity variables 
suggest some negative skewness and that of Guidance and Training, positive 
skewness, the values nevertheless fall within the -1 to + 1 range, again suggesting 
that they also conform to the characteristics for which a cluster analysis can be 
appropriate.  
 
Table 5.2 Descriptive statistics for High performance HR practice:   
Netherlands data 
 
HR practice Frequency Mean Standard 
deviation 
Skewness 
Incentives 294 -.03   .97 -.79 
Training 301 -.08 1.01  .56 
Relational signals 291  .00 1.00 -.00 
Guidance 262 -.03 1.00  .94 
Selectivity 281 -.07  .97 -.59 
 
 
To conclude, the measures of the symmetry of the distribution of the company 
data from Ireland and the Netherlands produce skewness values that do not exceed 
the threshold over which the distributions would be considered to be substantially 
asymmetrical.  Consequently, the values on both sides of the distributions are 
 





reasonably similar to the 'middle' and the usual measures of location can be also 
considered to be reasonably similar.   
 
Table 5.3.  Means and variance analysis of High performance HR practice 
 
 




Incentives 1.286   .199 2.341 .127 
Training 3.160   .002   .454 .501 
Guidance 1.033   .302   .009 .924 
Selectivity 2.632   .009 2.427 .120 
 
Turning to the mean HR values, independent t- tests and Levene's F-test for the 
equality of variance between the countries were conducted in order to clarify the 
extent of differences between country means.  The results of this analysis are 
presented in Table 5.3.  The independent sample t-test results indicate there are 
some significant differences between Ireland and the Netherlands' scores on the 
five high performance practices.  The results indicate that Training and Selectivity 
practices provided by companies in Ireland are significantly larger than those 
provided by companies in the Netherlands.  There are no indications that there is 
significant inequality with regard to the variance of these indicators. 
 
2.3 Results of cluster analysis 
 
As mentioned above, a two-stage cluster analysis that combines hierarchical 
clustering with k-means clustering was used.  Hierarchical clustering was used to 
profile the cluster centres and to identify any obvious outliers.  In order to 
optimise the clusters, the cluster centres identified by the hierarchical method 
were then used as the initial seed points in a k-means clustering procedure.  This 
combination helps to avoid the weakness of k-means clustering where the iterative 
algorithm becomes 'stuck' in a local minimum. Ward's method was chosen as the 
hierarchical clustering algorithm.  This method is said to be the most likely 
method to discover any underlying cluster structures and follows a similar logic to 
that of k-means clustering.  Before presenting the final cluster solution, the 
 








motivation behind the decision will be outlined.  Furthermore, the robustness of 
the cluster solution for the two countries will also be examined. 
 
2.3.1 How many clusters?   
 
Cluster analysis provides no clear decision rule for determining the number of 
clusters to be selected.  However one guideline for hierarchical clustering 
procedures is that the clustering process should be stopped once very dissimilar 
clusters are combined.  For non-hierarchical clustering procedures, Bacher (2001) 
suggests variance analytical statistics that formalise this logic for determining the 
number of clusters to be selected.  Bacher also emphasises the importance of 
interpretability of the cluster solutions (Bacher, 1999).   In the following section, 
these techniques are applied to the examination of between two and fifteen 
clusters.   
 
Table 5.4 reports the relevant statistics for the solutions derived from this data 
analysis.  The first column reports the within sum of squares of the k-cluster 
solution (Level).  The second column reports the increase of the within sum of 
squares gained by the step from k+1 to k-clusters (Deviance).  Both of these 
statistics pertain to the hierarchical cluster process.  The third column reports 
ETA2 , the share of variance 'explained' by the clusters.2  The fourth column 
reports the change in the explained variance relative to the k-1 solution (∆ETA2).  
The fifth column outlines the proportional reduction of error (PRE)3 and the final 
column outlines the F-Max statistics.4   The heuristics for the ETA2 is to select the 
number of clusters k such that the subsequent k+1 to k+n do not substantially 
improve the explained variance.  Consequently, a sharp decrease in ∆ ETA2 and 
PRE indicates an appropriate value for k.  The heuristic for F-Max is to select the 
number of clusters k such that F-Max of k has the largest value.  For k=2 this 
criterion cannot be applied.   
                                                 










Table 5.4.  Statistics of cluster solutions 
 
 Hierarchical K-Means 
 Level Deviance ETA2 ∆ETA2 PRE F-Max 
k=1 1,548.36 287.52 .00 N.A. N.A. N.A. 
k=2 1,262.95 161.15 .27  .27   .27 141.29 
k=3 1,057.89 118.24 .37  .10   .14 112.55 
k=4    955.72 107.20 .44  .07   .11   99.99 
k=5    874.28   68.36 .49  .05   .09   92.18 
k=6    809.21   50.21 .53  .05   .09   88.51 
k=7    751.05   35.64 .56  .03   .06   82.47 
k=8    711.45   35.34 .58  .02   .04   76.11 
k=9    677.74   31.62 .59  .01   .03   70.19 
k=10    638.48   31.06 .62  .02   .06   68.36 
k=11    608.18   30.18 .63  .02   .05   66.09 
k=12    582.09   24.56 .64  .01   .02   61.95 
k=13    556.68   22.73 .67  .02   .06   62.70 
k=14    536.06   21.85 .69  .02   .07   64.12 
k=15    516.68   17.68 .68 -.01  -.04   56.32 
k=16    498.20       
 
 
While, the 2-cluster solution 'explains' 27 percent of the variance, the statistics for 
the solutions optimised by the k-means generally indicate the 6-cluster solution. 
The F-Max statistic is, strictly speaking, inconclusive (as the highest F-max value 
is that of the 2-cluster solution), but the change in both ∆ETA2 and PRE clearly 
recommends that the 6-cluster is the optimal solution. After the 6-cluster solution 
the ∆ETA2 drops from 5 percent to 3 percent, suggesting that the 6-cluster option 
as a strong candidate for selection.   The same result was derived by a visual 
inspection of a scree plot (not reported), a graphical representation of the changes 
in the agglomeration levels.   
 
 








2.3.2 Robustness of the Six-cluster solution 
 
 
Thus far, the 6-cluster solution seems most plausible.  A question that should be 
addressed, however, is whether this solution actually reflects a pattern inherent to 
both countries?  For example, it could be that using the pooled sample has the 
effect that the cluster structure of the Dutch sample is in fact imposed upon and 
thus dominates the smaller Irish data set.  In such an event, the cluster solution 
could be considered no more than an artefact of pooling the two data sets.  In 
order to clarify these issues, a k-means clustering was separately conducted for 
each country.  This procedure was carried out using the cluster centres of the 
pooled k-means cluster analysis as seed points or starting values for the iteration 
process.  One criterion for assessing the robustness of cluster solutions is to 
examine whether cases are consistently allocated to the same clusters. The first 
row of Table 5.5 contains measures of comparison between the Dutch cases, 
classified by a cluster analysis using the pooled data and the Netherlands-specific 
cluster solution.  The second row reports measures of the Irish classifications. The 
third row contains pooled classifications, which were derived by country-specific 
clustering using pooled data. 
 





































































































Table 5.5 indicates that 98.7 percent of the Dutch companies have been allocated 
to the same cluster (Column 1). A considerable 85.2 percent of the Irish 
companies are classified the same way by both procedures. Taken together, 95.9 
percent of all companies are thus assigned to the same cluster by a pooled k-
means clustering and by country specific partitioning. The Dutch classification is 
therefore nearly exactly reproduced when both methods are applied.  The 
agreement between the two classifications for the Irish data is substantially larger 
than the 70 percent level frequently applied in the cluster analysis literature as a 
rule-of-thumb for sufficient stability of cluster solutions (see Bacher 2002, p. 82).  
In evaluating the agreement between two partitionings, the role of chance must be 
considered.  A familiar measure of agreement that adjusts for the agreement 
expected by chance is Cohen's kappa coefficient (column 2).  This kappa 
coefficient is very high for the Dutch (.98) and for the combined sample (.95) and 
satisfactorily high for the Irish sample (.82).  In all cases, as indicated by the high 
significance of the kappa coefficients, the agreement is well above that which 
would be expected to arise due to chance.  
 
Another criterion for evaluating the robustness of the cluster solutions consists of 
comparing the cluster centres.  Across partitionings, the centres of robust clusters 
should remain sufficiently similar.  A strict test for the stability of the cluster 
centres is that the null hypothesis – the squared Eucledian distances between the 
cluster centres of different partitionings is equal to zero – cannot be rejected.  
Since the variables are only weakly correlated within the clusters (r > -.11; r < .14; 
p > .01), this hypothesis can be tested by applying the following chi-square 


















where  ni; nk are the number of cases in partition i and k, respectively; 
xij; xkj  are the means of variable xj  for cluster i and k 












This test statistic is chi-square distributed with qp(m-1) degrees of freedom. q is 
the number of clusters, p the number of variables and m is the number of solutions 
compared.  Table 5.5 reports the chi-square values for all six clusters as well as 
the values for the entire partitioning.  The former is used to test the hypothesis that 
each of the clusters is stable, while the latter is used to test the hypothesis that all 
clusters are stable. The chi-square statistic reveals that the centres of all clusters 
and of the total partitionings do not differ significantly from one another as far as 
the Dutch and the combined sample are concerned.  For the Irish data, Clusters 1, 
2, 3, 4 and 6 are stable, while the centres of Cluster 5 differ significantly between 
the two procedures; this also accounts for the significant differences in the 
partitionings of the Irish data.   
 
The results above raise the question of whether the different Cluster 5 outcome is 
substantially important.  Before assessing the implication of this shift in Cluster 5 
values, an interpretation of the entire 6-cluster solutions is required.  Being 
equipped with a meaningful interpretation of all of the solutions will provide a 
necessary basis for this assessment.   
 
2.3.3  Interpretation of the six-cluster solution 
 
Table 5.6 presents the results of the 6-cluster solution produced through the 
application of a k-means clustering procedure.  The clusters are ordered in the 
table according to their sum score of the cluster centres (high performance HR 
bundle scores).    
 
Cluster 1 (n=39) is comprised of companies that exhibit consistently high scores 
across all HR practices. Companies in this cluster invest in the full set of high 
performance HR practices.  These are the companies that are expected to strive for 
the full complementarity effect of high performance HR management.  Clusters 2 
and 3 are comprised of companies that are prepared to invest in many, but not all, 
of the high performance HR practices.  Cluster 2 companies (n=58) offer high 
levels of incentives, training and selectivity programmes, but little by way of 
relational signalling or guidance.  In cluster 3 companies (n=80) activities are 
mainly related to incentives, relational signalling and selectivity.  Cluster 6 (n=39) 
 





points to very low use of these practices.   Cluster 5, which, having 111 
companies, is the largest cluster, follows a similar pattern; companies in this 
cluster exhibit far below average scores on three practices, but yield average 
scores on selectivity and incentive practices.  The remaining Cluster 4 companies 
(n=65) are remarkable in their unwillingness to invest in high performance except 
through a single practice.  They are consistently low on four HR practices, but 
exhibit high levels in ‘relational signalling’.   
 
Table 5.6 Results of k-means (quick cluster) analysis:  6-cluster solution 
 
 
Cluster centres (z-scores)  
HR practices Cluster 1 











Incentives  .94   .49  .55 -.47 -.11 -1.82 
Relational Signals  .56   .03  .84  .75 -.94   -.66 
Guidance 1.99 -.15 -.06  .13 -.53   -.60 
Training 1.13 1.29 -.26  .03 -.68   -.76 
Selectivity  .57   .42  .63 -.80   .08 -1.45 
 
High performance 
HR bundle score 
5.20 2.19 1.75 -.42 -1.06 -5.35 
 
 
The one cluster that uses all five of the HR practices can be considered to be the 
type of company that uses the high performance HR bundle that had been 
predicted in Chapter 2.  Two further clusters (2 and 3) are characterised by a 
selective adoption of the HR practices.  Clusters 5 and 6 in contrast, contain 
groups of companies that can be considered to use none of the HR practices.  
Cluster 4 appears to be unusual here, as these companies choose to combine high 
levels of relational signalling with low levels of the other HR practices.   In the 
next section, Cluster 4 will be scrutinised to shed light on this apparent paradox.  
Having completed this, it is then considered whether the profiles of Cluster 5 
 








companies in Ireland differ significantly from the Dutch Cluster 5 profiles 
(reported in Section 2.3.2) with regard to the implications for the substantial 
interpretation that Cluster 5 companies belong to a group that makes little effort in 
terms of HR management.  
 
  Table 5.7: Distribution of clusters per country 
Frequency (percentage) 
 
 Country  
HR types Ireland Netherlands Total 
Low   7   (9) 32 (10) 39 (10) 
Low (rel sig) 11 (14) 54 (17) 65 (17) 
Low (select) 18 (22) 93 (30) 111 (28) 
Selective (Inc, rel sig, select) 16 (20) 64 (21) 80 (21) 
Selective (Incent, trg, select)  18 (22) 40 (13) 58 (15) 
High  11 (14) 28 (9) 39 (10) 
 
Table 5.7 reports the incidence of the clusters by country.  Ten percent of the 
companies belong to the high performance cluster.  The share of companies using 
the high performance bundle is fourteen percent in Ireland and nine percent in the 
Netherlands.  Thirty six percent of companies of all companies apply a selective 
form of HR management.   These forms of HR management are also more 
widespread in Ireland (42%) than in the Netherlands (34%).  Finally, the majority 
of companies (55%) employ a low form of HR management.  This form is more 
prominent in the Netherlands (57%) than in Ireland (45%).   
 
2.3.4 Relational signalling and bureaucracy 
 
Under which conditions would companies combine particularly low levels of all 
the HR practices with high relational signalling?  In this section it is argued that 
these companies belong, as do companies of Clusters 5 and 6, to a group of 
companies demonstrating little HR activity.  These companies are bureaucratic 
 





and therefore tend to be extensive users of formalised versions of fringe benefits.   
Such formalised practices have little signalling value.  First because management  
has no discretion in the application of these practices, they tend not to be 
perceived as indicators of the goodwill and benevolent intentions of management.  
Second, the formalised nature of these benefits implies that employees all too 
easily perceive the benefits as entitlements rather than ‘gifts’ to be reciprocated.  
Being more widely employed by bureaucratic or more traditional companies, the 
expectation is that other indicators of bureaucracy, such as size, age and 
unionisation, will distinguish Cluster 4 from other clusters.  
 
Table 5.8: Means of components of relational signalling scale 
 
 Advancement Wages Perks  
Cluster 1   .00 - .01   .25 
Cluster 2   .23   .11 -.17 
Cluster 3   .45 -.14   .34 
Cluster 4   .30   .05   .57 
Cluster 5 - .57   .04 - .52 
Cluster 6 - .62 - .05 -.16 
 
 
As can be seen from Table 5.8 the main component driving the high relational 
signalling value associated with cluster 4 is the high score in perks programmes.  
The companies in this cluster also score quite highly on the ‘advancement’ and, to 
a lesser degree, on the wage level dimensions of relational signalling.  This may 
indicate that, in addition, the companies of Cluster 4 have sophisticated internal 
labour markets, which are also a characteristic of large, bureaucratic organisations 
(Bridges and Villemez 1994).  To test further the idea that the Cluster 4's high 
relational signalling scores are not a reflection of these companies’ efforts to 
engage in comparatively high relational signalling per se, but in fact reflect the 
extent of bureaucracy of these companies, it would be expected that correlates of 
formal bureaucracy, when included in a multinomial regression analysis, will 
discriminate Cluster 4 from the other clusters.  Tables 5.9 and 5.10 outline the 
results of such a regression for the Irish and Dutch samples. 
 
 








Table 5.9  Multinomial regression, Ireland 
 
 













Union 1.08 (.37) -.06 (.24) 3.55 (.03) 1.27 (.27) 1.4 (.31) 215.34 (.136) 
Age -.13 (.79) .82 (.07) 1.13 (.16) .70 (.14) .69 (.23) 217.17 (.072) 
Size -2.3 (.49) -.72 (.06) .11 (.83) -1.27 (.00) -.46 (.32) 222.50 (.009) 
Sector    .  243.13 (.002) 
Process 1.23 (.39) -18.10 (.99) 2.12 (.17) 1.06 (.45) -18.0 (.)  
Food & 
textiles 
-18.59 (.99) -1.73 (.21) -.62 (.64) -.10 (.92) -.28 (.82)  
Service 1.18 (.25) .42 (.68) -2.51 (.24) -1.99 (.17) -.30 (.83)  
Total X2      68.15 
McFadden 
R2  
         .24 
1 Reference categories:  Metal and electric and Cluster 1 
 
Table 5.9 outlines the results of a multinomial regression of the correlates of 
bureaucracy and other control variables on the six cluster solutions for the Irish 
data.   As the likelihood ratio test indicates, sector and size significantly differ 
between the clusters. It is generally recognised that size and bureaucracy or 
formalisation are highly correlated.  As shown, the effect of size on Cluster 4 
membership is the largest of all clusters.  Another indicator of bureaucratisation is 
the age of the company.  Here it is indicated that the longest-established 
companies most likely belong to Cluster 4.  Finally, collective contracting is 
considered a major force formalising the employment relationship.  Again, highly 
unionised companies are more likely to belong to Cluster 4 than to any other 
cluster.  Since all three proxies for bureaucratisation are closely associated with 
the fourth cluster, the Irish data are very supportive of the hypothesis that the high 
relational signalling scores of cluster 4 companies are due to the bureaucratic 
nature of these companies.   
 





Table 5.10:  Multinomial regression. Netherlands 
 













Union 1.79 (.13) .91 (.41) 2.46 (.02) 2.61 (.012) 2.09 (.08) 941.02 (.053) 
Age -.19 (.56) .05 (.85) -.19 (.53) -.144 (.60) -.18 (.57) 931.83 (.883) 
Size -.68 (.03) -.30 (.20) -.11 (.63) -1.03 (.00) -.97 (.00) 957.67 (.000) 
Sector      955.97 (.169) 
Process -1.51 (.20) -1.95 (.09) -1.92 (.11) -1.53 (.20) -.92 (.48)  
Food & 
textiles 
-3.28 (.01) -2.5 (.03) -2.11 (.07) -1.40 (.22) -1.22 (.33)  
Service -1.37 (.24) -1.79 (.12) -1.25 (.28) -.69 (.54) -.74 (.56)  
No answer -2.50 (.06) -1.57 (.19) -1.63 (.19) -1.78 (.15) -1.25 (.36)  
Total X2      64.25 
McFadden 
R2 
         .06 
 
 
Table 5.10 outlines the results of a multinomial regression of the correlates of 
bureaucracy and other control variables on the six cluster solutions using the 
Netherlands data.  The likelihood ratios here indicate that the most important 
factors  in the formation of the clusters are the size of companies and the extent to 
which collective bargaining is institutionalised. As in the Irish data, the effects of 
being a larger company and of having larger union presence are strongest for 
Cluster 4 companies.  Of all six clusters, only Cluster 1 is more strongly 
associated with size and only Cluster 5 is more associated with unionisation than 
the fourth cluster.   
 
Both data sets provide much evidence for the claim that a bureaucratic structure or 
approach is a feature of Cluster 4.  In Ireland, larger, older companies in which 
norms of collective bargaining are highly institutionalised appeared in the fourth 
cluster.  In the Netherlands union presence and size are also supportive, but age as 
a factor that does not discriminate between the clusters.  That the influence of age 
is more decisive in the Irish than in the Dutch case is not surprising, given the  
 
 








entirely different economic and social contexts in question. The Netherlands has a 
long history of healthy and relatively stable political and economic experience, 
and this history is reflected in the country's elaborate industrial policy.  In 
contrast, it was not until the 1980's that a general consensus supported the creation 
of a competitive, trading economy in Ireland.   
 
2.3.5 Do Clusters 4, 5 and 6 differ substantially?   
 
An examination of data details reveals that the main significant departure between 
the cluster centres of the two solutions arises due to the fact that Cluster 5 in 
Ireland exhibits substantially higher mean scores for the variables 'training' and 
'selectivity'.  In the case of training, the cluster mean 'shifts' from -.68 to -.14 and, 
in the case of selectivity, this shift is from .08 to .50.  Since the re-clustering of 
Irish companies yields a Cluster 5 that invests more in training and employee 
selection than the companies classified as Cluster 5 on the basis of the pooled 
data, the question is whether the 'Irish' Cluster 5 companies should still be 
considered non-users of the high performance HR bundle. 
 
Table 5.11 reports the cluster means of a high performance HR bundle score 
(which is the sum of all five HR practices) for the pooled data and for the country 
specific partitionings (columns entitled '1').  As the score indicates, the 'Irish' 
Cluster 5 is still the cluster with the second lowest score of all the clusters. As 
argued above, the high relational signalling score of Cluster 4 is regarded as a 
reflection of the degree of company bureaucratisation.  Even when each cluster's 
relational signalling score is subtracted from its high performance HR score, 
(columns entitled '2'), the cluster mean of the Irish Cluster 5 is still closer to the 
low investment clusters (4 and 6) than to the selective investment cluster.  An 
inspection of the stability of cluster membership confirms this impression.  Of the 
original eighteen companies in Ireland that belong to Cluster 5 under the pooled 
data classification, fifteen are re-classified as Cluster 5 companies, while the 
remaining three are allocated to the other two non-high performance HR users 
when country-specific (Ireland) pooling is used (not reported).   Consequently, 
one can conclude that Cluster 5 can be considered as one of the non-high 
performance HR bundle clusters.   
 






Table  5.11: High performance HR scores per cluster 
 
 Cluster Pooled Netherlands Ireland 
  11 22 1 2 1 2 
High-Invest 1 5.20 4.68 5.01 4.53 5.33 4.57 
Select-Invest 2 2.19 2.05 2.21 2.01 2.23 2.15 
 3 1.75 0.95 1.65 0.90 1.73 0.90 
Low Invest 4 -0.42 -1.11 -0.42 -1.13 -.97 -1.29 
 5 -2.06 -1.17 -2.10 -1.30 -1.68 -0.27 
 6 -5.35 -4.61 -5.49 -4.78 -4.35 -3.46 
  1 Country specific partitioning 
  2 Scores adapted for relational signalling  
 
 
3.0 Summary and conclusions 
 
Chapter 2 outlined the five most salient components of the high performance HR 
bundle.  The first of these involves forms of compensation that link rewards to 
performance and/or to training, the second component sees companies guiding 
their employees in terms of their role and career orientation.  Such generous 
benefits as extensive perquisites and fringe benefits, along with paying employees 
above the average industry wage were suggested as the third component of the 
bundle.  The fourth involved the extent to which companies engage in on on-the-
job and off-the-job training of employees and finally, the fifth sees companies 
carefully screening their applicants for the purpose of assisting in the 
identification of high calibre recruits.  Together these five practices comprise the 
high performance HR bundle.   
 
In terms of the expectations of the use of these practices, it was thought that the 
complementarity potential from applying the five practices simultaneously, would 
be of great appeal to a firm.  When faced with the choice of using an alternative to 
the full complement of five practices, it was expected that companies would be  
 








reluctant to use less than the five practices.  Using less than the full complement 
would require the firm to invest in a set of practices that exhibits a 
complementarity potential dramatically lower than that reached by the full bundle.  
The most likely or feasible alternative was expected to be therefore that 
companies would opt to use none of the practices.  
 
Using a two-stage clustering procedure on pooled data, six different types of HR 
management were identified.  An examination of the scores of the high 
performance HR bundle scores of the clusters suggested that these six types could 
be meaningfully re-grouped into three distinct groups of HR approaches.  In 
accordance with the hypothesis specified in this chapter, one of these approaches 
is characterised by an extensive use of all five HR practices.  This was designated 
the high performance HR bundle.  Only a minority of companies in both countries 
actually use this high performance HR bundle.  In Ireland, this share is 14 percent 
and, in the Netherlands, it is 9 percent (see Table 5.7).   In both countries, larger 
companies and companies with low union density tend to adopt the high 
performance HR bundle.  In Ireland, full adoption is also more prevalent among 
more recently established companies.   
 
Also in agreement with the hypothesis of a bi-modal distribution there were three 
further clusters that have in common that the companies contained in the clusters, 
hardly use any of the HR practices.  Consequently this was considered to fit the 
profile of the expected low users.  The first cluster belonging to this group has far 
below average scores on all five HR practices.  Nine percent of the companies in 
the Irish sample and 10 percent of the companies in the Dutch sample, belong to 
this cluster.  Amazingly, there are no strong correlates of this cluster in either 
country.  It could possibly be that smaller companies in the Netherlands are over-
represented in this cluster.  The second cluster in this group is characterised by 
high values of relational signalling in combination with low values on all other 
HR practices.  Fourteen percent of the Irish and 17 percent of the Dutch 
companies were classified into this cluster (Table 5.7).   
 
 





In both countries, larger companies with strong union presence tend to use this 
low form of HR management.  In Ireland, longer established companies also adopt 
this bundle more frequently.  This result supports the hypothesis that this bundle 
belongs to a group of the low or non-users of the high performance HR practices.   
The high scores on relational signalling appear to be an artefact of the degree of 
bureaucratisation characterising these companies.  Finally, a third cluster was 
allocated into this low user group.  This cluster is characterised by a group of 
companies that make modest use of the HR practices.  The Dutch companies in 
this cluster use some selection and incentives while the Irish also provide some 
training to their employees.  However, in none of these practices do the scores of 
this cluster reach the average score.  This cluster contained the most companies 
with 22 percent of the Irish and 30 percent of the Dutch sample being represented 
in this cluster.  In both countries this type of HR management is more prevalent in 
smaller companies.  In the Netherlands, low union presence is also a predictor of 
this type of HR management approach.  Taking these three clusters together, 46 
percent of the companies based in Ireland and 57 percent of the companies in the 
Netherlands were classified as having no distinctive high performance HR 
management approach.  
 
Contrary to the main hypotheses in this chapter, there were also companies that 
were characterised by a selective adoption of high performance HR practices.  
Two different clusters were distinguished here.  The first uses incentives, 
relational signalling and selection quite extensively but neglect training and 
guidance.  Twenty percent of the Irish and 21 percent of the Dutch companies use 
this HR approach.  In both countries this cluster is comprised of companies that 
are largely non-unionised but are quite well established.  The second employs 
incentives, training and selection practices, neglecting relational signalling and 
guidance.  Twenty-two percent of the Irish and 13 percent of the Dutch companies 
use this HR approach.   
 
In Ireland smaller and more recently established companies, as well as companies 
that are located in service sectors, use this selective form of HR management.  In 
the Netherlands, there is no clear relationship with any of the correlates, with the  
 








exception that this approach is under-represented in manufacturing companies.  In 
taking these two clusters together, 42 percent of the Irish and 34 percent of the 
Dutch use selective HR bundle.   
 
The overall pattern revealed by the cluster analyses does not completely fit the 
hypothesis that the distribution of HR management types is bi-modal in the sense 
that companies either use the ‘full monty’ of the five HR practices in order to 
realise the complementarity effects, or reject the adoption of any of these 
practices.  It was found, rather, that a substantial share of companies adopt hybrid 
forms of HR management - that is the selective approach to HR management.  
This finding can be explained in two ways.  It is possible that the theory of 
complementarity  between the five HR practices is unjustified.  Whether there is 
evidence of a complementarity effect will be held up for scrutiny in the next 
chapter.  Another explanation is that the adoption of high performance HR 
practices is not, as was suggested in the beginning of this chapter, guided by pure 
‘efficiency’ considerations.  In Chapter 8, a theoretical model will be developed in 
order to incorporate the adoption of hybrid forms of high performance HR 
management as a consequence of reputation seeking.  This model will also be 
tested on the data.   
 





APPENDIX  I 
 
 
Notes 1,2,3  
 
The explained variance specifies the extent to which a solution with K clusters 
improves the solution with one cluster. The PRE coefficient generalises this idea.  
It compares the K cluster solution with the previous solution using (K-1) clusters. 












The PRE coefficient ignores the fact that more clusters automatically result in a 
better fit, expressed in a higher explained variance. A solution with K2 > K1 
clusters will always have a higher explained variance (except a local minimum 
was found). 
 





























            
  
Does high performance human 
resource management improve 
employee performance? 
 
1.0 Introduction:   
 
A pivotal aspect of the theoretical approach developed for this study is that the 
relationship between the high performance HR bundle and company performance 
is driven primarily by the effect of the bundle at the employee level.  In short, 
companies are generally considered to improve their fortunes by boosting levels 
of human capital (e.g. training, skills and work motivation) and by enhancing 
employee work performance and cooperation.  A large volume of research has 
been conducted which examines the impact of a variety of single HR functions on 
employee performance.  For example, studies have investigated the relationship 
between forms of compensation and employee work motivation (Dowling and 
Richardson, 1997), employee relations with management and cooperation among 
employees (Kalleberg and Moody, 1996).  Recent literature is interested in the 
importance of recruitment and selection activities in identifying the most suitable 
‘personality type’ for a range of work performance dimensions such as employee 
task and contextual performance (McManus & Kelly, 1999), career success 
(Boudreau, Boswell and Judge 2001), leadership behaviour and work 
conscientiousness (Judge and Bono 2000) as well as higher performance and 
lower turnover (Cable, Aiman-Smith, Mulvey and Edwards, 2000).   
 
Training and development research underlines the benefits realized in company 
team-work efforts that can be gained from improving employee problem-solving 
 





skills and their capacity for self-management (Frayne and Geringer, 2000) through 
such training interventions as job rotation (Mathieu, Heffner, Goodwin, Salas and 
Cannon-Bowers 2000) and mentoring (Allen, McManus and Russell 1999).  If it 
is the case, however, that the high performance bundle enhances employee 
performance over and above the potential of single practices, then this line of 
literature both misses the point and, by neglecting to include the rest of the 
practices, it also runs the risk of overestimating the effect of the HR practice that 
are being examined.   
 
Within the literature addressing the bundle or system construct, much reference is 
made to the importance of the employee level as an important mediator of the 
relationship between the bundle and corporate performance (Huselid 1995) or that 
existing between the bundle and company production level outcomes (MacDuffie 
1995; Ichniowski, Shaw and Prennushi 1997).  Attempts to incorporate the 
employee level, however, are rare.  While Hoque (1999) and Applebaum (2000) 
are examples of studies fulfilling this expectation, these are single industry 
studies, and thus the extent of their generalisation cannot be extended beyond the 
hotel and apparel industries respectively.  Furthermore, neither touches on the 
question of whether there is evidence of complementarity within the bundle or 
system of practices that they are studying.   
 
The objective in this chapter is to demonstrate the impact that the high 
performance HR bundle has on employee performance.  The theoretical 
framework developed in Chapter 2 predicted a bi-modal outcome of the five HR 
practices. The data analysis in Chapter 5, however, produced three types of HR 
management.  First it produced as expected, companies whose approach was 
characterised by overall low levels on each of the HR practices (i.e. the non-high-
performance HR users).  According to the complementarity thesis, this 
constellation should have no impact on employee performance.   Additionally, the 
data analysis revealed a second expected outcome regarding the high performance 
HR bundle: a constellation of companies using all five practices.  The investments 
made by these companies is distributed equally high across each of the five  
practices.  The theoretically-derived hypothesis was that the bundle would yield 
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Finally, contrary to expectations, the structure of the data was not bi-modal.  The 
clustering procedures also yielded a third HR management approach: the selective 
approach.  This indicated companies using some, but not all of the HR practices.  
Their investment in the practices remained moderate and, while higher than that of 
the non-users, the use was not evenly distributed across all the HR practices.  
Given that these companies do not use all five HR practices, the complementarity 
thesis would predict that this constellation of HR practices would also be 
insufficient to stimulate employee performance and would therefore have a 
smaller effect than the high performance HR bundle. 
 
Section 2.0 examines the data for evidence that expected high performance HR 
bundle is indeed the most effective of the HR approaches in terms of employee 
performance outcomes.   This section addresses the proposition that the high 
performance HR bundle is best because it exhibits synergy or system effects.  A 
key objective of the section is to demonstrate empirically that the high 
performance HR bundle amounts to more than just the sum of its parts. The 
results of the empirical analysis are presented in two steps in Section 2.0.  First, 
the data will be examined for evidence to corroborate that the bundle is indeed the 
most effective approach to HR management.  In a second step, data analysis will 
be presented which were conducted in order to demonstrate that the bundle is 
more than just the sum of its parts or put another way, that it is a more powerful 
lever of employee performance than the single constituent practices. Section 3.0 
concludes by outlining a summary and discussion of all the findings of this 
chapter.  
 
2.0 Is the High HR bundle the best?   
 
The cluster analyses in Chapter 5 revealed that companies do make different HR 
choices. For HR practitioners and company management alike, a burning question 
is whether it is really necessary to invest in the high performance HR bundle or 
whether it would be enough to opt for a less elaborate yet cheaper HR approach. 
The three different types of HR management found prompt several further 
questions.  In terms of employee performance does it matter which HR approach 
is adopted by companies?  Is it the case that using such a ‘high road’ approach 
such as the high performance HR bundle improves performance indicators?  
 





Could it be possible to secure the best performance effects by investing less  – that 
is, by implementing only some of these practices (the selective approach).  How 
do  the non-users fare?  The theoretical underpinning of this study suggests that 
the high performance HR bundle will be the constellation that works best for 
companies.  It represents the approach that is characterised not only by high 
investment but by considerable investment across all five practices.  In this 
section, the results of data analysis examining this issue for companies in Ireland 
and the Netherlands will be presented.   
 
The measurement of the HR 'system' or bundle is generally conducted by 
constructing an index comprised of a set of items considered to be the most 
relevant high performance practices (e.g. Huselid, 1995;  Huselid & Becker, 
1996b; Youndt et al, 1996;  MacDuffie, 1995; Osterman, 1994;  Arthur, 1992, 
1994). Despite the widespread acceptance of this practice, this type of 
measurement exhibits a crucial limitation for the purpose of this study.  Because a 
principal objective of this chapter is to examine the effectiveness of the different 
systems or constellations of HR investment pursued by companies, an aggregate 
of the HR practices would be inappropriate.  Distinguishing between the different 
constellations of HR requires the incorporation of the natural taxonomy of HR 
approaches produced by the cluster analysis procedures earlier (chapter 5).   A 
measurement technique is necessary that reflects each of these systems.  
Consequently, five dummy variables were created for each of the HR approaches.  
In doing this, the sixth, the high performance HR bundle, was selected as the 
reference category.    
 
The dependent variables, employee work performance and employee cooperation 
have been measured using Likert scaling.  The variable ‘employee discipline’, as 
an index of five items that covers different aspects of employee discipline, could 
have been treated as approximately continuous.  This variable is, however, 
skewed to the right and consequently the residuals of a linear regression would 
also be skewed to the right.  It was therefore decided to transform this into 
quintiles and use it as an ordinal variable.  The three variables were regressed 
using an ordinal regression procedure (logit link) (Greene 2000).  The ordinal 
nature of the dependent variables (with k categories) is reflected in k-1 parameters 
for thresholds (μ) that estimate the chance of exceeding the kth level of the ordinal 
variable.  These regressions of performance outcomes are controlled for sector 
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and other company attributes in order to minimise the potential impact of 
company heterogeneity.   
 
Table 6.1 shows the results of these ordinal regression procedures for the Irish 
data.   Referring first to the variable ‘employee work performance’, the results 
indicate that the High performance HR system is the system that performs best.  
The direction of the coefficients indicates that, when compared to the High 
performance HR bundle, the other five yield poorer employee performance 
outcomes.  With the exception of the Low (rs) system, all of these outcomes are 
significant.  The Low system and the Low system (sel) yield the poorest 
performance scores:  The coefficients of the two Selective systems suggest that 
these systems also yield poorer performance outcomes than the High system.   
 





Employee cooperation Employee discipline 
Regression 
model 
Ordinal Logit Ordinal Logit Ordinal logit 
 ß S.E.  ß S.E.  ß S.E. 
Union -.054   .623  -.129  .604 -.412 .577 
Log Size  .182   .192  -.363*  .192 -.249 .181 
Log Age -.182   .257   .036  .249 -.631*** .233 
Service industry  .346**   .167   -.213  .165  .075 .147 
Process industry -.270   .719   -.383  .697  .735 .663 
Food Industry 1.637**   .764    .036  .715  .565 .632 
HR systems       
Low    -2.704*** 1.040     -1.408  .972 -1.667* .933 
Low    (sel) -2.707***   .886   -.745  .795 -1.468* .765 
Low    (rs) -1.204   .930  -1.784*  .924 -2.406*** .898 
Select (inc, tr, sel) -1.527**   .822        -.371  .773 -1.934** .781 
Select (inc, rs, sel) -1.799**   .862      -1.087  .810   -.186 .786 
µ1 -6.006 1.494   -6.402 1.227 
µ2 -4.535 1.220 -7.505 1.572 -4.838 1.160 
µ3 -1.426 1.098 -3.365 1.119 -3.634 1.110 
µ4 -1.383 1.090 -1.344 1.055 -2.122 1.053 







Pseudo R 2 
.141 .087 .149 
*p< .1; **p <.05;  ***p <01;  ****p <.001 Unstandardised coefficients are reported.   
 
Turning to the variable ‘employee cooperation’, all of the HR system estimates 
are again in the expected direction: they all yield lower employee cooperation 
outcomes than the High HR bundle.  Apart from the Low (rs) system, none of 
these outcomes is significant.   Finally, the last column section of the table 
 





presents the results of the regression of employee discipline. Here again, all 
coefficients indicate that, of all six HR systems, the High HR system or bundle is 
the constellation yielding the best results with regard to employee discipline.  One 
of the HR management clusters, Select (inc, rs, sel) was not significant.   
 
Interestingly, similar to the results pertaining to employee cooperation, the Low 
(rs) system again appears as the system yielding the poorest employee discipline 
results.  The finding that this Low (rs) is poorest in cooperation and discipline 
outcomes may be explained by the fact that these companies appear to be highly 
bureaucratised (see Chapter 5).  As elaborated in Chapter 5, formalised fringe 
benefits, which are applied in a bureaucratic context, fail to work as relational 
signals because they are perceived by employees as being the result of formal 
rules rather than the benevolence of management.  Moreover, highly bureaucratic 
organisations may fail to mobilise the cooperation and discipline of their 
employees for two further reasons.  First, excessive bureaucracy is considered to 
be detrimental to affective attachment (Merton, 1936). Second, bureaucracies are 
also thought to lack an essential sanctioning potential, due to their characteristic 
formalised disciplinary measures.   
Table 6.2 reports the same analysis conducted using the Dutch sample.  The 
regression results for employee work performance produce a mixed picture.  First, 
apart from the Low (rs) HR system, the coefficients of the other four HR systems 
suggest a poorer performance outcome than those of the reference category (High 
performance HR system).  Only the Select (inc, tr, sel), however, shows a 
significant result.  While the Low (rs) HR system in the Irish situation was found 
to be among the poorer systems, in the Dutch case it appears that this system 
yields even more favourable employee work performance than the reference 
category.  This finding, however is not significant.   
Turning to employee cooperation, it is apparent that the Low (sel) HR system  
produces poorer employee cooperation than the High HR system – again, none of 
these findings is significant.  Finally the estimates yielded by the regression of 
employee discipline suggest that the High HR system once again exhibits the most 
favourable impact upon employee discipline.  It should be noted however, that, as 
in the previous regressions, the results are not significant.  It is striking that, for all 
three regressions, the coefficients for the HR system dummies are considerably 
smaller than those produced by the Irish data and, more generally, that 
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performance outcomes vary more among the HR systems in Ireland than they do 
in the Netherlands.   
  





Employee cooperation Employee discipline 
Regression 
model 
Ordinal Logit Ordinal Logit Ordinal Logit 
 ß S.E.  ß S.E.  ß S.E. 
Union      -1.655***   .508 -.539 .490 -.315 .427 
Log Size -.032   .139   -.278* .143 -.229* .125 
Log Age -.142   .139 -.205 .139 -.048 .120 
Service industry -.171   .140   .097 .136 -.163 .121 
Process industry -.460   .401 -.159 .403 .205 .352 
Food Industry -.012   .371   .388 .374 -.075 .326 
Sector unknown -.566   .436 -.356 .438 -.726* .386 
HR systems       
Low    -.289   .519 -.790  .541   -.553 .476 
Low    (sel) -.117   .439   .123 .444   -.485 .403 
Low    (rs)  .499   .460 -.323  .479   -.654 .422 
Select (inc,tr, sel)  -.929*   .531 -.382  .523   -.300 .457 
Select (inc,rs, sel) -.113   .446 -.703  .453   -.228 .410 
µ1     -3.669 .873 
µ2 -.5.220 1.024 -5.798 1.042 -2.211 .856 
µ3 -1.194 .943 -2.009   .963 -1.545 .852 
µ4 -  .605 .944 -  .252   .964 -.580 .849 






R2 .0421 .0441 .017 
*p< .1; **p <.05;  ***p <01;  ****p <.001 Unstandardised coefficients are reported.   
1MacFadden Pseudo 
 
Overall, the Irish data provide clear support for the hypothesis that, of all  HR 
systems, the high performance HR system yields the best performance outcomes.  
Ranking the outcomes in descending order, the high performance HR system is 
positioned best, followed by the Selective and then the Low HR system.  The 
results for the Dutch data, however, were less clear.  While the direction of the 
outcomes indicated that the High HR system was, by and large, the most effective 
system, the relevant t-values were not large enough to yield many significant 
results.  That there is clear support for a constellation effect in Ireland but not in 
the Netherlands raises the question of whether implementing systems is more 
beneficial for companies than are the marginal returns that can be gained from 
implementing single practices.  This issue will be taken up in the next section of 
this chapter.    
 
 





2.2 Evidence of a system level effect? 
 
The results of Table 6.2 demonstrate that HR systems have employee performance 
effects. But these results alone do not demonstrate complementarity among the 
practices.  For this study, a central theoretical expectation regarding 
complementarity effects is that, to the extent that they exist, it is the interaction 
effects among the HR practices that should be the crucial determinants of 
performance.  Furthermore, any positive effect of a single HR practice on 
performance is expected to be washed out when the HR bundle is controlled in the 
analysis.  These two empirical expectations are the subject of the regression 
analyses that follow.  This section examines whether there is evidence in the Irish 
and Dutch data for a 'system' effect of the bundle, and whether this is indeed more 
effective than that of the single practices. 
 
In general, three approaches to the detection of synergy or complementarity 
effects between HR practices are found in the literature.   The most direct testing 
of the idea of full complementarity would be to use a full-set of interaction terms 
and with these to examine two-way and higher order effects.  Two problems are 
associated with this approach.  First, with more than a few practices, a large set of 
interaction effects must be estimated (for example, 26 in the case of five 
practices).  The information provided by these effects is difficult to interpret, since 
it would be insufficient to examine the five-way interaction without also 
considering the others.  Second, the variables created in order to estimate the 
interaction effects are highly correlated with the single HR practices and also with 
each other.  This multi-collinearity introduces further problems with yielding 
robust interpretations.  In order to circumvent these problems Cappelli & 
Neumark suggested the use of a smaller set of interaction terms (e.g. Cappelli & 
Neumark, 1999).  The problem with this, however, is the lack of theoretical 
motivation for the selection of combinations.  This results in a lack of clarity as to 
why certain combinations are selected over others.  More importantly, however, 
higher-order interaction effects are not treated at all, as the authors consider only 
complementarities between single practices.    
Because a core assumption of this study is that a systemic effect arises from a 
company’s use of all five practices, higher-order interactions cannot be omitted. 
Consequently, an approach suggested by Ichniowski et al (1995; 2001) was 
adapted for  this study.  This approach models the interaction effects among HR 
practices implicitly by using dummy variables representing distinct configurations 
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of practices or HR systems.  This approach appears to be particularly appropriate 
if there are fewer real types of HR configurations than there are theoretically 
possible combinations.  This assumption is considered appropriate for this study, 
as the analysis in Chapter 5 revealed six distinct HR types or systems.  One of 
these systems exhibits high scores on all five HR practices and, as shown in Table 
6.1, yields superior performance effects, at least for the Irish data.  This result 
provides support for the claim that complementarities among HR practices 
account for such superior performance if it can be shown that the performance 
differential between the high performance HR bundle and the other HR 
management approaches cannot be explained by the effects of the single HR 
practices.   
 
Table 6.3 provides the results of regression analysis conducted using the Irish data 
set.  Having combined employee work performance, cooperation and discipline to 
comprise one index of employee performance that approximates a continuous 
variable, the coefficients were thus estimated using OLS regression.  Three 
regression models were estimated:  Model 1 estimates the effects on employee 
performance of the single HR practices; Model 2 estimates the effects of the 
different HR systems; and Model 3 contains both the single practices and the 
systems.  All three models contained the vector of variables with the purpose of 
controlling for firm heterogeneity.   
 
First, the results of Model 1 indicate that single HR practices contribute positively 
to employee performance, although the effects appear small and only weakly 
significant in the case of relational signalling and selectivity.   With regard to HR 
'system' effects, the results presented under Model 2 indicate that, of all the HR 
types or systems, the High HR system indeed yields the best employee 
performance outcome.  The Low HR system yields the poorest performance 
outcome, relatively.  Of the different Low systems, investing in relational 
signalling and in no other dimension, appears to produce the poorest result (Low 
(rs)).  Using a Selective HR system yields a somewhat more promising outcome, 
although less productive than the High system, the combination of incentives, 
relational signalling and selectivity does less poorly than the others.  In all cases, 
the differences between the High HR system and the other systems are at least 
significant at the p< .05 level.  
 
 







Table 6.3: Aggregate of employee performance regressed on HR:  Ireland 
Independent 
variables 
Model 1 Model 2 Model 3 
 ß S.E.  ß S.E.  ß S.E. 
Constant 1.168   .953        3.672** 1.109 3.233* 1.456 
Union -.519  .705 -.299   .656 -.492    .721 
Log Size -.081  .207 -.159   .201 -.045   .204 
Log Age -.288  .249 -.327   .250 -.280   .252 
Service industry  .037  .162  .103  .160 . 052   .161 
Process industry  .205  .724  .373   .749  .467   .733 
Food Industry  .284  .696  .481   .705 -240   .734 
Single HR 
practices 
      
Incentives  .217  .325   .223   .376 
Relational 
Signals 
   .505*  .292    .666*   .378 
Training  .108  .294   -.035   .357 
Guidance  .024  .276   - .623*   .372 
Selectivity    .455*  .272    .481   .328 
HR systems       
Low        -2.653** 1.027    -1.361 1.882 
Low    (sel)     -2.738***  .829    -2.210 1.396 
Low    (rs)     -2.961***  .955   -2.797** 1.363 
Select (inc, tr, sel)     -2.098**  .830   -2.647** 1.097 
Select (inc, rs, sel)     -1.542***    .826  -2.768**   1.237 
F-values [df] 
OUT 
         2.300 [11,69] 
p=.068 
        2.419 [11,69] 
p=.013 
        2.288 [16,64] 
p=.010 
∆ F (Model I-> 
3)[df] 
  1.923 [5,64] 
 p=.103 
∆ F (Model 2-> 
3) 
  1.722 [5, 64] 
p =. 142 
R2 .268 .278 .364 
*p< .1; **p <.05;  ***p <01;  ****p <.001 Unstandardised coefficients are reported.   
 
Demonstrating a complementarity effect requires that the magnitude of the 
performance effect of the high performance HR bundle be greater than the sum of 
the marginal effects produced by the adoption of the single HR practices 
comprising the bundle or system. Model 3 includes the single HR practices as 
well as the HR systems.  As in the other two models, the control variables are 
included.   In accordance with the complementarity hypothesis, when the single 
HR practices are added to the regression, substantial differences in performance 
still exist between the High HR system and the other systems.  These differences 
are significant with respect to the two Selective and the Low (rs) HR systems.    
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The effects of the single HR practices explain about half of the performance 
difference between the Low and High systems, approximately twenty percent 
between the Low (sel) and approximately ten percent between the Low (rs) and the 
High HR bundle.  The performance differentials between the Selective approach 
and the high HR bundle, however, are even greater once the effects of the single 
HR practices are controlled.  The single dimensions thus explain only partially the 
differences between the Low and High HR systems, while the differences between 
the Selective and High HR systems cannot be explained by the single HR practices 
effects.   
 
The results indicate that the High HR bundle continues to yield the best employee 
performance results.  Finally, the coefficients on the individual variables for many 
of the HR practices are insignificant - only two are weakly significant, being 
guidance and relational signals. While the effect of relational signals is also 
positive in this specification, the effect of guidance becomes negative suggesting 
that in Ireland guidance practices, when applied alone, undermine employee 
performance.  This may indicate that Irish employees perceive guidance practices 
as controlling and patronising when not complemented by the other HR activities, 
in particular, incentives.   
 
Table 6.4 presents the same regression models estimated using the data from the 
Netherlands.   The same three regressions models were estimated and the vector 
of control variables was again included in each model.  The model fit of all three 
specifications, as evaluated by the explained variance, is poorer for the Dutch 
when compared with the Irish sample.  This suggests that HR practices as well as 
the various HR approaches or systems have far less explanatory power with 
regard to employee performance in the Netherlands.   
 
Model 1 results indicate that there is a relationship between some of the single HR 
practices and employee performance in the Netherlands.  Investment in the 
Guidance and Relational Signalling practices apparently yields a significant 
positive effect on employee performance.  With regard to the HR 'system' effects, 
it appears that, although the sign of the coefficients are in the predicted direction, 
the differences between the HR approaches are not significant.  Finally, when the 
single HR practices are added to the regression procedure, the Guidance and 
Relational Signalling effects are found to be robust, still yielding a significant 
 





positive effect on employee performance.  The HR system dummies in this 
specification become positive and with exception of the Low (rs) dummy, also 
become significant.  These estimates suggest negative complementarity among the 
HR practices in the Netherlands rather than the positive complementarity 
predicted.  Being used in concert appears to diminish the effect of each of the 
practices on employee performance.   
 
 
Table 6.4: Aggregate of employee performance regressed on HR:  Netherlands 
Independent 
variables 
Model 1 Model 2 Model 3 
 ß S.E.  ß S.E.  ß S.E. 
Constant 2.250   .944    1.715 1.085    .811 1.129 
Union -.837  .537 -.870   .549 -1.016*  .544 
Log Size     -.328**  .159 -.214   .159 -.314*  .159 
Log Age -.058  .152 -.014   .153 -.064*  .152 
Service industry      -.304**  .153    -.290*  . 155 -.289  .153 
Process industry  .014  .442  .013   .451  .073  .443 
Food Industry  -.109  .407 -.068   .417 -.069  .410 
Sector unknown      -.951** . 470    -.841*   .478 -.909* .470 
Single HR 
practices 
      
Incentives  -.072  .158   .055  .189 
Relational Signals    .206   .147    .433**  .199 
Training   .032  .146   .242  .208 
Guidance        .341**  .159    .587***  .194 
Selectivity    .159 .157    .175  .183 
HR systems       
Low                - .467 .606      2.252** 1.004 
Low    (sel)    -.331  .515      2.080** .809 
Low    (rs)   -.240  .542 1.199 .727 
Select (inc, tr, sel)        -.104  .526  1.176* .691 
Select (inc, rs, sel)        -.086        .580  1.159*  .683 
F-values [df]OUT          2.038 [12,298] 
p=.021 
        1.151 [12,298] 
p=.318 
        1.869 [17,293] 
p=.020 
∆ F (Model I-> 
3)[df] 
  1.430 [5,293] 
 p=.213 
∆ F (Model 2-> 3)   3.478 [5,293] 
p =. 005 
R2 .076 .044 .098 
*p< .1; **p <.05;  ***p <01;  ****p <.001  
Unstandardised coefficients are reported.   
 
 
The picture presented by the empirical results from Ireland is quite different from 
that suggested by the data from the Netherlands.  The expectation that significant 
positive performance effects would be produced by HR systems and that any 
single HR practices effects found would be essentially washed out once controlled 
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for system effects was met only in Ireland.  In Ireland, HR systems were the best 
predictors of employee performance.  Furthermore, the theoretical reasoning had 
suggested that the High HR bundle would be the most performance effective 
system.  This expectation was confirmed by the Irish data and was robust when 
controlled for single HR practices.  Together these findings indicate that, in 
Ireland, it is not simply the case that implementing single HR practices is 
sufficient to guarantee improved employee performance.  
 
The workings of these single practices appear to be more complex.  In fact, the 
results point to a complementary relationship between the practices, producing an 
overall systemic effect. It appears that the High HR system in particular is more 
than just the sum of its parts.  In the Netherlands however, the results are quite 
different:  there is no evidence of this systemic effect:  in contrast, there appears to 
be negative complementarity among the practices.  Moreover, it appears that only 
Guidance and Relational Signalling as single practices have any substantial 
effects on employee performance.  Not surprisingly therefore, the model fit is also 
poorer in the case of the Netherlands.   
 
3.0  Summary and conclusion 
 
 
This chapter set out to accomplish two objectives.  First, it was intended to test 
whether the high performance HR bundle is the most effective form of HR 
management.  The second objective was to test whether this superior effectiveness 
is derived from or driven by the complementarity between the five HR practices.  
The hypothesis that the High performance HR system would improve 
performance more than the other HR system was tested by regressions of three 
indicators of employee performance – employee work performance, employee 
cooperation and employee discipline – on the HR types or bundles.  The Irish data 
provided strong support for this hypothesis.  For all three indicators, the high 
performance HR bundle exhibited the best performance and, in most cases, this 
bundle did significantly better than any other HR approach.   The results for the 
Dutch sample, however, were far less clear.  Although the high performance HR 
bundle did, on average, better than the other HR approaches, the differences 
between HR bundles were small and not significant.   
 
 





In order to test the second hypothesis, an overall indicator of employee 
performance was regressed on the various HR approaches while controlling for 
the effects of the single practices.  The crucial test was whether the high 
performance HR bundle would still be associated with higher employee 
performance when the effects of the single practices are taken into account.  This 
hypothesis also found strong support from the Irish data.  The differences between 
the high performance HR bundle and the selective approaches became even larger 
once controlled for the single HR practices.  The complementarity hypothesis was 
thus confirmed for the case of Ireland, but rejected by the Dutch data.  When 
controlled for the single practices, the high performance HR bundle performed 
even more poorly than did any of the other HR approaches.   
 
Chapter 7 will examine the question of whether the effects of the high 
performance HR bundle feed through to company performance.  Furthermore the 
chapter also presents an explanation for the interesting finding that, in the Dutch 
case, there is little difference between HR approaches in terms of their effects on 
employee performance.   
 Chapter 7 
             
  
Does the high performance 





7.0 Introduction  
 
 
In the previous chapter, it was shown that, in Ireland, companies using the high 
performance HR bundle experience better employee discipline, more improvement in 
cooperation and better employee task performance than do companies using the other 
HR approaches.  In the Netherlands, however, the effects of the bundle on employee 
performance were however weaker.  The question addressed in this chapter is 
whether the bundle also contributes to company performance; that is, whether it also 
contributes to the profitability and market share of the company.    It will be argued 
that positive contributions of HR management to a company’s ‘bottom line’ are 
mediated by enhanced employee performance, but that these gains must offset the 
investment or the cost required to implement the bundle.  Finally, attention will be 
give to the question whether the relationship between high performance HR and 
company performance is universal; that is, whether it holds for all companies or is 
contingent upon alignment with the company’s business strategy.  It is hypothesised 
that companies pursuing differentiation strategies will realize particularly favourable 
benefits from implementing the high performance HR bundle.  A final issue 





discussed is whether these relationships may depend on particularities of the 
institutional and cultural contexts in which, companies are embedded. 
 
Following a review of the relevant literature in the first section of this chapter, 
Section 7.2 outlines an empirical framework and presents hypotheses that are 
subsequently derived from this framework.  Section 7.3 then outlines the 
methodological issues relevant to the empirical study, the results of which are then 
presented.  The final section reviews these findings in light of the theoretical 
framework of the study, discussing as well its main implications. 
 
7.1.  The high performance human resource bundle and company 
performance: empirical and theoretical background 
 
Increasingly, scholars agree that the strategic management of human resources is an 
important means to by which a company may gain a 'competitive edge'.  Empirical 
evidence suggests that the performance model of HR practices exhibits substantial 
'bottom line' effects (Ichniowski et al.1997;  Delery and Doty 1996;  Huselid 1995;  
Huselid and Becker 1997;   MacDuffie 1995).   In fact, the impact of the high 
performance HR bundle on performance has arguably become the dominant research 
issue in the field (Guest 1997).  Consequently, an abundance of studies have sought 
to clarify the association between the high performance bundle and performance.  As 
mentioned earlier, a central assumption in this literature is that the benefits from the 
HR bundle are due to its impact on employee performance, which is in turn assumed 
to yield positive consequences for the company's overall performance.   
 
So far however, empirical evidence is mixed and controversial.  Single industry 
studies confirm that using high performance systems improves company productivity 
and quality (Arthur 1994;  MacDuffie 1995).  Likewise, studies using national 
representative samples also report that companies using all components of the high 
performance HR model, by and large, score higher on dimensions of company 
performance (Kalleberg, Knoke, Marsden, Spaeth 1996; Huselid 1995;  Becker and 
Huselid 1998a).  More specifically, Ichniowski et al.(1997), found that, when 
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analysis was controlled for a range of technical and managerial factors, the high 
performance HR bundle was still found to be associated with high levels of company 
productivity.  Moreover, when compared to the effect of using the practices together 
(as a bundle or system), the contribution made by individual HR practices in 
isolation was found to be small.  Similar results were reported for the results of 
analysis on firm production quality.  Less clear, however, are the conclusions drawn 
by Wood and de Menzes (1998), who found that, while the financial performance of 
the high performance HR group was superior to that of 'medium' users, this 
performance was not greater than that of the 'low' group.   Similarly, Guest and 
Hoque (1994) found no consistent HR effects across performance measures.    
 
Glossing over such ambiguities, studies continue to proceed from the assumption that 
the high performance bundle improves company performance – without ever 
specifying how this occurs or can be explained (Wood 1999).  One source of the 
difficulty is a lack of coherence between the frameworks used in the empirical 
studies.   First, many of these studies examine the effects of the bundle only on single 
indicators of performance. For example, while some examine effects at the employee 
level (Guest and Conway 1999), others look at changes in productivity  (Ichniowski 
et al. 1997;  Youndt et al. 1996;  MacDuffie 1995;  Lawler et al. 1998).  Still others 
choose to focus on changes occurring in corporate performance indicators 
(Applebaum et al. 2000; Patterston et al. 1997; Delery and Doty 1996;  Becker and 
Huselid 1998a, 1998b). This approach, which examines only single aspects – such as 
corporate performance –is problematic, as the direction of causality remains far from 
clear.   
 
Even among those studies addressing several performance level outcomes (Arthur 
1994; Kalleberg et al. 1996; Wood and De Menzes 1998; Huselid 1995;  Hoque 
1999; Guest and Hoque 1994), there is little  explanation for why those particular 
aspects are chosen over others.  More importantly, there is little elaboration upon 
whether or how these levels of performance are related.   This is particularly 
surprising, given that the most common assumption used in theoretically informed 
studies is that the high performance HR bundle can affect a company’s productivity 





and corporate performance only when employees’ motivation and skills are 
mobilised (MacDuffie 1995; Ichniowski et al. 1997;  Huselid 1995).   Even if the 
employee level is included for attention, the relationship between it and the other 
aspects of performance (i.e. employee level, production level and company level 
performance) remains not addressed.   
 
Given the conflicting nature of these studies, Guest (1997) calls for a stronger 
theoretical basis to guide future empirical research on these issues and takes a first 
step towards this by suggesting a causal path of explanation.  This explanation begins 
with the adoption by a company of a bundle – such as that of high performance HR 
management.  According to this model, the bundle subsequently influences the 
company’s workplace practices.  In time, changes in employee attitudes can be 
observed through increased satisfaction or commitment.  There is a consequent effect 
on behaviour and this, in turn, is expected to feed through to the performance of the 
work unit, eventually leading to company level performance.  Cappelli and Neumark 
(2001) offer additional suggestions for advancing such a causal framework. An 
important lesson from this study is that adopting and implementing such innovative 
practices as the high performance bundle implies both benefits and considerable 
costs for a company.    Only the former, however, are generally considered by 
empirical work.   
 
Cappelii and Neumark's study is instructive, even though its focus is not on high 
performance HR practices but those of flexible work organisation (FWO).  A central 
conclusion of their study is that, even if practices such as FWO have a favourable 
impact on a company's productivity levels, this alone may not be sufficient to deliver 
positive net benefits at the corporate level.  The authors explain that any productivity 
gains realized from the adoption of FWO are accompanied by increased labour costs, 
which may potentially outweigh the benefits.  Lazear's (1998) more general 
theoretical model demonstrates that firms will gain from innovative practices only 
under the condition that improvements arising from the practices also have 
substantial impact on a company’s profits. The question remains, however, when this 
will occur.  Lazear (1998) argues that conditions strengthening the link between 
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organisational innovations and productivity outcomes are crucial if these practices 
are to make a difference to the company’s profitability.  With respect to the high 
performance bundle, it has been suggested that strategy alignment may be such a 
condition.   
 
Strategy alignment implies that a company's principal operating objectives are 
reflected in all its strategies.  In practice, this is considered to mean that the 
company's strategies should be mutually reinforcing and working in concert toward 
the realisation of the same objectives.  The essence of strategy alignment is that the 
arrangement of a company's operations must reflect the upstream position of a 
company's overall or principal operating strategy (its competitive strategy, for 
example).  Hence, relative to the overall strategy, secondary strategies of the 
company, such as its HR practices, are downstream and should support and 
contribute to the success of the overall strategy.  The principal hypothesis associated 
with achieving strategy alignment is that a good fit between strategies will be 
followed by superior performance. Youndt, Snell, Dean and Lepak (1996) start from 
the position that, while there may be a best practice model, its impact is nevertheless 
"... further enhanced when practices are matched with the competitive requirements 
inherent in a firm's strategic posture" (Youndt et al. 1996: 853).   
 
On testing the 'fit' hypothesis, empirical studies generally focus on the extent to 
which firms strive towards securing a dimension of quality or innovation as their 
principal objective or goal.  Results from these studies are also mixed.  Delery and 
Doty (1996) demonstrate that merit appraisals and internal promotion opportunities 
have a stronger impact on financial performance when applied by a company that 
emphasises innovation in its operations.  In a study of the British hotel industry, 
Hoque (1999) also show a stronger relationship between high involvement work 
practices and various measures of organisational effectiveness when implemented by 
hotels pursuing high quality in their business approaches. Neither Huselid (1995) nor 
Becker and Huselid (1998), however, find evidence to support the expectation that a 
differentiation strategy (differentiation on the basis of product/service quality, for 
example) strengthens the bundle-performance relationship (Guthrie et al, 2002).   





To recapitulate, the literature suggests several important issues that should be taken 
into consideration when approaching a theoretical explanation of how the high 
performance HR bundle affects company performance.  One important point to be 
considered is that assuming that the bundle improves company performance may be 
too simplistic, as suggested by the ambiguity of existing empirical evidence.  A more 
appropriate approach would be to assume that the bundle affects various aspects of 
company performance, at the employee, production and company levels.  
Consequently, the theoretical model should consider interrelationships among these 
levels of performance.   
 
A second point to be considered is that companies may not thrive from the use of the 
bundle because they are not in a position to translate the changes that are made, for 
example, in employee performance, into bottom line effects.  The result is that, 
despite applying high performance HR management and despite experiencing some 
changes to aspects of the company's operations, indicators such as profitability may 
remain unaffected.  A third related issue is that the conditions under which the high 
performance HR bundle effects are translated into profit improvements must be taken 
into account.  The extent to which companies achieve strategy alignment is likely to 
be one such important condition.  Finally, the latter requires that the relationship 
between the high performance HR outcomes be explicitly incorporated into the 
theoretical framework.  The following section outlines an empirical/theoretical 
framework for examining the relationship between the high performance HR bundle 
and company performance. This framework makes it possible to specify not only 
how the high performance HR bundle is expected to affect employee, production and 
company outcomes, but also to clarify the relationships among the various 
performance outcomes.   
 
Before proceeding, it is important to note that the studies reviewed above are largely 
confined to the United States and Great Britain.  Few studies have examined the link 
between HR practices and performance in either Ireland or the Netherlands.  The 
empirical study reported in this chapter provides evidence for the relationship 
between the bundle and company performance for two cross-national samples.  This 
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evidence will clarify whether these empirical findings can be generalized to countries 
exhibiting different institutional frameworks and different histories of industrial 
relations from the contexts within which the British or American models were 
developed.  
 
7.2. Tracing the relationship between the high performance human 
resource bundle and company performance 
 
Does the high performance HR bundle improve company performance and if so, how 
can this be explained?  One conclusion from the previous section is that, if we are to 
improve our understanding of how companies benefit from the high performance 
bundle, both the costs and the benefits of implementing the bundle must be 
incorporated into the theoretical approach.  This implies a theoretical model that 
scrutinises how the bundle affects different aspects of company performance in the 
company: employee, production systems and corporate performances. In other 
words, it must examine how the bundle is incorporated into the nested structure of 
company operations. The expected relationships and how they are causally arranged 
are depicted schematically in a path diagram outlined below (Figure 1). This path 
diagram incorporates the levels of performance that are considered relevant to the 
explanation of the bundle’s effectiveness, and thereby traces both its positive and 
negative affects on each of these performance constructs.  The rest of this section 
discusses the substantial meaning of each of the five paths.   






















           p42  + 
 




1 High performance HR bundle 
 
P21:  The effect of the high performance HR bundle at the employee level can be 
traced to the impact which each of its five component practices exerts on different 
aspects of employee performance:  Incentives offer employees the possibility of 
securing rewards for improving their work effort.  Guidance strengthens the 
incentive effect by making explicit which types of work effort are most valued by the 
employer and are thus most likely to be rewarded.  These guidance practices help to 
inform employees not only about incentives but also about the work norms and 
values of the organisation.  The practices help to integrate employees into the 
company’s social system, thereby building valuable collective social capital.  
Relational signals establish an atmosphere of co-operation and trust and mobilise a 
gift exchange that is essential to a high effort work culture.  Training enhances the 
knowledge and skills of employees.  Finally, careful selection assures a good fit 
between company and employees.  These five HR components when applied 
together are mutually reinforcing.  This complementarity effect within the high 
performance bundle or system is expected to explain improvements in employee 
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As shown in Figure 1, P32 and P43 together represent the main route from employee 
performance to corporate performance, that is, through production performance. 
These paths will be discussed before considering the direct relationship between 
employee and corporate performance (P42). 
   
P32:  With the increased levels of employee work commitment and co-operation 
associated with the use of the high performance bundle, production operations are 
less affected by such problems as absenteeism and negligence. Additionally, 
improved training, tacit knowledge and experience mean that employees have a 
better conceptual grasp of the production process and are better equipped to deal with 
direct work problems as they are encountered.  Improved work effort results in better 
task performance.  
 
P43:  The effectiveness of the company’s production operations is a second important 
determinant of company performance is.  Regardless of industry, a company’s 
financial well-being – its market share and profitability – depend greatly on how well 
the company brings quality and innovation to the market.  To this end, the integration 
and co-ordination of the firm’s technology, resources and production activities are all 
crucial.  While the high performance bundle is not expected to affect the firm’s 
production operations directly, it is expected to facilitate production processes 
indirectly through employee performance.   
 
P42:  Employee performance also affects corporate performance in ways that are not 
mediated by the performance of the production system.  First, company performance 
depends not only on how well the production department functions but also on the 
contribution of other supportive functions in the company (for example the 
marketing, sales, customer service, administration, and technical support staff).  
Improved employee performance in these supportive functions would be captured by 
the direct relationship between employee and corporate performances.   Second, 
persistent problems as well as single events related to issues such as employee 
misbehaviour, negligence and unrest can inflict substantial harm to a company.  This 





is particularly likely in the case of reputation sensitive and high-risk lines of 
business, although these problems may affect company productivity only marginally.   
 
A third aspect of the employee-corporate performance link consists of the adverse 
effects of management preoccupation with handling such ‘employee misbehaviour’ 
problems. Distraction by internal affairs implies that less time and effort is available 
for such core management activities of strategy development and implementation, 
and for managing external relations.  Finally, since production performance is 
measured selectively in this study by the quality and degree of innovation exhibited 
by the production system, the direct path between employee and corporate 
performances also reflects things that belong conceptually to the indirect path 
through production performance.  For example, less up time due to more motivated 
and better-trained workers would be subsumed under the employee-corporate link, 
despite clearly belonging to the employee-production link.   
 
P41:  Finally, there is a direct relationship between the high performance bundle and 
corporate performance.  First and most importantly, the set up and running costs of 
HR systems are reflected here:  training, gifts, incentives, guidance and elaborate 
selection practices all consume a considerable amount of company resources.  
Another aspect of the relationship between the bundle and performance is that 
adopting such fashionable practices as the high performance bundle can improve a 
company’s reputation by signalling its status as a highly competent and innovative 
firm (see Chapter 8).  Further, the adoption of the high performance bundle and 
favourable company performance may in fact reflect the quality of management, 
accounting for a spurious correlation between the bundle and corporate performance.  
Finally, the reverse causality that high performing companies have the resources to 
adopt the bundle is accounted for in the direct bundle-corporate performance 
relationship.  While the first effect, (i.e. the costs associated with the adoption of the 
bundle), will produce a negative direct effect on corporate performance, the other 
effects discussed will be positively associated with corporate performance.   
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7.3 Hypotheses regarding the paths and effects 
 
This section explains the expectations regarding the paths depicted in Figure 1.  In 
doing so, the causal relationships among the various levels of a company's operations 
will be outlined.  The relationships among these levels are considered to be 
fundamental to the explanation of the bundle’s effectiveness, in particular to the 
explanation of how the strategy effect is translated into effects at the level of 
corporate performance. By distinguishing among these three aspects of performance, 
it becomes possible to demonstrate the costs and benefits associated with the high 
performance bundle. Particular emphasis is placed on the moderating effect of the 
company’s competitive strategy.    
 
As elaborated in the previous section, the high performance bundle consists of a set 
of practices that improves the motivation and capabilities of employees.  When 
applied consistently and competently, this strategy is expected to enhance the task 
and contextual performance of employees, regardless of the particularities of the 
company.  Hence, a ‘universal’ positive relationship it is expected between the 
bundle and employee performance (P21).  This does not, however, preclude that, for 
some firms, the high performance bundle is less effectively translated into employee 
performance than in others:  work motivation and skill levels will only be sustained 
if employees are given the opportunity to apply them.  If such opportunities are not 
available, these skills and knowledge are sure to diminish with the consequence that 
employee morale is undermined.   
 
A universal positive relationship is also expected between employee and production 
performances (P32).  The production performance of all companies will benefit from 
enhanced work motivation and higher skill levels.  When compared with P21, it is 
expected that this relationship will be more strongly moderated by the effect of the 
company’s competitive strategy, as differentiators provide more opportunities at the 
production system level for employees to contribute and play more active roles in 
quality assurance and the implementation of innovations.  
 






Good production performance is essential for all companies that market products or 
deliver services.  For the differentiator, this implies that the outcomes of the 
production system meet the high quality and innovative standards needed to sustain 
its market position.  While these quality outcomes are expected to have a positive 
impact on all corporate performance, this relationship is particularly important for 
differentiators.  Hence, it is expected that the strongest contingency will be that of 
the effect of quality and innovation on corporate performance (P43).   
 
The relationship between employee and corporate performances is expected to be 
universally positive.  Two consequences of employee performance discussed above, 
however, are expected to be more important for a company pursuing a differentiation 
approach. Differentiators depend greatly on such support functions as marketing and 
customer service in order to ensure the company's favourable reputation of high 
quality and product reliability.  Consequently, these companies are also more 
vulnerable to reputation damage due to persistent employee level problems.  The 
contingency effect on corporate performance, however, is expected to be weaker than 
the effect of production outcomes (P42).   
 
With regard to the direct effect, it is assumed that “the cost investment” effect will be 
more important than the other effects mentioned in the previous sections (e.g. the 
reputation benefits that accrue from the adoption of the high performance bundle).  
As a consequence, this effect is expected to be negative, regardless of the 
particularities of the firm.  A firm that pursues an extensive differentiation strategy is 
also expected to be able to shift the burden of such costs more easily to their 
customers, as the markets for these companies are less price-elastic.  It is therefore 
expected that the effect of a differentiation strategy will weaken the direct negative 
relationship between the bundle and corporate performance ((P41).   
 
 
Chapter 7:  Does High Performance Human Resource Management improve   





Figure 2:  The moderation of the bundle -corporate performance relationship 
  
     Differentiation  
     Strategy 
       
      +  
  HPHR1     Corporate  
        +   Performance 
 
1 High performance HR bundle 
 
 
Taken together, this reasoning leads to the following expectations regarding the 
effects of the high performance bundle on corporate performance:  First, because P21 
and P42 are expected to be positive for all companies, the indirect effect between the 
bundle and corporate performance through employee performance is expected to be 
positive as well.  The same holds for the indirect effect through employee and 
production performance, as P32 and P43 are also expected to be positive.   
 
P21 * P42 > 0 
 
P21 * P32 * P43 > 0. 
 
 
It is expected, however, that these indirect effects will be larger for differentiation 
companies, due to all four paths being strengthened when matched with a 
differentiation strategy.  Further, as the direct effect of the high performance bundle, 
if any, is expected to be less negative for differentiation firms, it is also hypothesized 
that the total effect of the bundle on corporate performance will be more positive for 
differentiators.  For these companies, it appears safe to expect that the benefits from 
adopting the bundle (represented by indirect effects) will exceed the cost burden 
reflected in the direct effect.  From this theoretical stance, there are no a priori 
expectations regarding the total effects of the high performance bundle on corporate 
performance for companies that are not using differentiation strategies.  Finally, this 
will depend very much upon such companies finding a balance between the costs of 
implementation and the benefits gained directly from employee performance.  Table 





7.1 summarizes the hypotheses regarding the paths and the effects of the bundle on 
corporate performance. 
 






HPHR -> EmpPerf        (P21) + 0/+ 
EmpPerf -> ProdPerf    (P32) + 0/+ 
EmpPerf -> CorpPerf    (P42) + 0/+ 
ProdPerf -> CorpPerf    (P43) + + 
HPHR -> CorpPerf        (P41)  - 0/+ 
Effects on Corporate Performance   
Total Effect  0/+ + 
Direct Effect       (P41)  - 0/+ 
Indirect Effect 1 (P21*P32*P42)  + + 
Indirect Effect 2 (P21*P42)  + 0/+ 
 
+ Positive relationship or moderation 
- Negative relationship  
0/+ No relationship or positive relationship 
 
 
In the previous chapter, it was shown that there is no relationship, or at most a very 
weak relationship between high performance HR management and employee 
performance in the Netherlands.  Contrary to the general expectations outlined 
above, then, there will be no path between the high performance HR bundle and 
employee performance.  How will that affect the other paths and effects specified in 
the model above?  It is expected that none of the predictions regarding the other 
paths in the model will need to be adapted.  Even if high performance HR 
management does not affect employee performance, the level of employee 
performance will still be crucial to securing high production performance (i.e. 
innovativeness and quality), and will nevertheless have a direct effect on corporate 
performance, as previously outlined.  Moreover, the relationship between production 
performance and corporate performance will remain unchanged.  Regardless of 
employee performance, production is expected to remain an important ingredient in 
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determining corporate performance.  Finally, even if ineffective high performance 
HR management does incur costs for the company, a negative direct relationship 
between the high performance HR bundle and corporate performance is nevertheless 
expected for the Dutch sample. 
 
The absent link between high performance HR bundle and employee performance is 
expected to affect the other effects of high performance HR management on 
corporate performance:  first, both indirect effects containing the path between high 
performance HR management and employee performance will be close to zero; 
second, if these indirect effects are zero and the direct effect representing the costs of 
the high performance HR bundle is negative, the total effect of high performance HR 
management on corporate performance is expected to be negative.  In short, in the 
Netherlands, the high performance HR bundle is expected only to be a cost burden to 




Since the framework developed above specifies causal relations between the high 
performance bundle as exogenous variables and different performance measures as 
endogenous variables (which in turn have theoretically specified relationships), path 
analysis was employed using a multiple regression approach. The following three 
structural equations were specified to reflect the nested nature of the different 
performance levels: 
 
1111211)1( eXBDiffbHPHRbEmpPerf +++=  
222232221Pr)2( eXBEmpPerfbDiffbHPHRbodPerf ++++=  
33334333231 Pr)3( eXBodPerfbEmpPerfbDiffbHPHRbCorpPerf +++++=  
 
where EmpPerf is the employee performance, ProdPerf is the production-level 
performance and CorpPerf is the company or corporate performance of a company, 
HPHR is a dummy variable denoting whether the company employs a high-





performance HR management system (HPHR=1) or nor (HPHR=0), Diff is also a 
dummy variable which takes the value of 1 if the company has an above average 
commitment to a differentiation business strategy and the value of 0 if the degree of 
differentiation strategy is below the average and X1, X2 and X3 are vectors of control 
variables. 
 
Since EmpPerf, ProdPerf, CorpPerf and Diff are standardized to be [0,1]-normally 
distributed, the regression coefficients b12, b22, b32, b23, b33 and b34 can be directly 
interpreted as path coefficientsi. Being a dummy, HR system variable HPHR has not 
been standardized since the standardization of a binary distributed variable is not 
meaningful. The regression coefficients b11, b21 and b31 thus capture the performance 
differences between companies employing high performance HR management 
systems and companies that use other HR management systems. As a consequence, 
the value of the coefficients is not constrained to [-1; 1]. Although this variable is not 
standardized, the familiar techniques of effect decomposition in path analysis are still 
applicable. 
 
When the results in the path diagrams were presented and the total effects were 
decomposed into indirect and direct effects, the widespread practice of eliminating 
the paths with insignificant regression coefficients was not followed. There are two 
reasons for this. First, and more generally, the effect decomposition in path analysis 
is based on point estimates; effect decomposition becomes quite intractable when it 
is based on interval estimates. When Markov conditions hold, the estimates of OLS-
regressions are ‘best’ estimates of the population relationship (given the particular 
sample).  Here, eliminating the paths when the regression coefficient is insignificant 
de facto requires regarding ‘0’ as a better estimate than the estimated coefficient. The 
second reason is that the sample size differs largely between the two countries. The 
Dutch sample is approximately four times larger than the Irish one. Standard errors 
are therefore expected to be about twice as large for the Irish sample.  As a 
consequence, relationships estimated for the Irish sample must be twice as strong as 
those for the Dutch sample in order to exceed the chosen significance levelii.  
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A central hypothesis in this study is that the effects of the high performance bundle 
on performance co-vary with a company’s commitment to a differentiation strategy. 
In order to incorporate this moderation effect, the coefficient for HPHR, EmpPerf 
and ProdPerf for low differentiator companies and for high differentiator companies 
were estimated separately:  
 























The theoretical expectations were tested using both the Irish and Dutch data sets.  
With the exception of the HR system dummies, the independent variables were 
standardised on a per country basis.  Regression analyses were conducted in order to 
calculate the coefficients required for the specified path outlined above.  The results 
of these regressions are outlined in the Appendix of this chapter, as are details of all 
relevant regression results for both Ireland and the Netherlands (Tables 7.2-7.5, 
Appendix I).  The estimates produced from this analysis were then used to calculate 
the path coefficients. The results of the path diagram calculations are presented 
below. Path diagrams 7.2a-c and 7.3a-c pertain to the Irish and Dutch samples, 
respectively.   
 
The first set of regressions was conducted with the purpose of examining employee 
performance outcomes with the high performance bundle variable as the main 
predictor variable (i.e. namely estimating P21 in Figure 1).  This provided the estimate 
necessary for a company with an average differentiation competitive strategy score.  
In order to calculate the moderating effect of differentiation, interaction effects were 
incorporated into a second model (Tables 7.2a-7.2b for Ireland and the Netherlands, 





respectively).  The second set of regression tables present the results pertaining to the 
company’s production performance (Tables 7.3a-Table 7.3b for Ireland and the 
Netherlands respectively).  The main predictor is employee performance (P32).  Here 
again, an interaction effect with Differentiation is included for calculating the 
relevant path coefficients for low and high differentiators.   
 
Finally, the third set of regressions involves the regression on corporate performance 
(Tables 7.4a, 7.4b for Ireland and 7.5a and 7.5b for the Netherlands, Appendix I):  
the principal predictors required for the operationalisation of the theoretical 
expectations were production performance, employee performance and the high 
performance bundle.  Again, a second model was implemented in order to calculate 
the relevant coefficients for high and low differentiators.  All regressions conducted 
in this chapter included a vector of control variables:  these controls are logged 
company size, logged company age, extent of unionisation and three sector dummies 
(service industries, process industries and food and small manufacturing industries; 
the reference category is metal and electronic industries).  The results from all of 
these regressions are presented from Tables 7.2a to 7.5b, and are discussed in detail 




7.5.1  Ireland:   The results of regressions on employee, production and corporate 
performances are presented in Tables 7.2a, 7.3a and 7.4a, 7.5a respectively for 
companies in Ireland.  These tables are outlined below.  Figure 2: a-c below 
summarises the results in the form of path diagrams (compare figure 1 above).   
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Figure 2:  Ireland 
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The first expectation was that the high performance HR bundle would be most 
strongly associated with employee performance.  Confirming the results in the 
previous chapter, Table 7.2a demonstrates that companies using the high 
performance HR bundle have significantly better employee performance than either 
the selective or non-users of the HR practices.   
 
Table 7.2a   Results of regression of employee performance:  Ireland 
 
Variables Model 1 Model 2 
Controls ß SE ß SE 
  Constant 1.285 .614   .804 .798 
  Union  .026 .346   .041 .350 
  Log size  .065 .135   .062 .136 
  Log age -.383 .168 - .330 .177 
  Process industry  .235 .371   .145 .386 
  Food industry  .560 .407   .428 .428 
  Service  .176 .108   .161 .113 
  Differentiation (1=high)  .192 .265   .809 .723 
  SelectiveHP -.820** .401   
  No HP -1.076*** .403   
  Selective X Low Diff   - .508 .684 
  No HP X Low Diff   - .564 .644 
  Selective X High Diff   -1.005 .835 
  No HP X High Diff    -1.468* .848 
R2 (adjusted) .347 (.222) .364 (.209) 
F (sig) 2.78 (.011) 2.34 (.022) 
N 57 57 
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The second expectation was that improvements in employee performance would be 
associated with improved company production performance (innovation and quality).  
In accordance with this expectation, there is a strong (.46) and highly significant 
effect linking employee and production performance (Table 7.3a) 
 
Table 7.3a   Results of regression of production performance:  Ireland 
 
Variables Model 1 Model 2 
Controls ß SE ß SE 
  Constant - .299 .531 - .316 .527 
  Union - .300 .344 - .416 .352 
  Log size - .005  .136 - .006 .135 
  Log age   .215 .178   .225 .177 
  Process industry - .625 .375 - .679 .374 
  Food industry - .359 .414 - .387 .412 
  Service - .238 .107 - .260 .108 
  Differentiation (1=high)   .126 .269   .165 .269 
  Employee performance   .455*** .138    
  Employee perf. X Low diff     .162 .261 
  Employee perf. X High diff     .545* .291 
  R2 (adjusted) .264 (.141) .290 (.154) 
 F (sig) 2.15 (.049) 2.14 (.045) 
 N 57 57 
 
*        p. < .10, one sided;  **   p. <  .05, one sided;  *** p  <  .01, one sided 
 
It was also expected that employee performance would have a direct impact on 
corporate performance.  Table 7.4a indicates that a strong (.34) and significant 
relationship between employee and corporate performance also corroborates this 
expectation.  Further, it was predicted that production performance would enhance 
corporate performance.  This prediction is confirmed by another strong (.43) and 
highly significant relationship.  Finally, it was hypothesised that the direct effect of 
the high performance HR bundle on corporate performance would be negative.  In 
line with this expectation, the estimates for the difference between the high 
performance HR bundle and the other HR approaches are negative, albeit 
insignificant, and very small in the case of non-users.  
 





Table 7.4a   Results of regression of corporate performance:  Ireland 
 
 
Variables Model 1 Model 2 
Controls ß SE ß SE 
Constant -1.187 .586 -1.148 .771 
Union    .075 .318     .051 .333 
Log size    .254 .124     .275 .121 
Log age    .048 .165     .015 .167 
Process industry  - .646 .349  - .715 .350 
Food industry  - .336 .383  - .403 .390 
Service  - .259 .106  - .261 .110 
Differentiation (1=high)  - .201 .244  - .145 .731 
Employee performance    .342** .142   
Employee perf. X Low diff      .172 .248 
Employee perf. X High diff      .353 .307 
Production Performance    
.430*** 
.133    
Production perf. X Low diff    - .003 .292 
Production perf. X High 
diff 
     .591** .338 
SelectiveHP    .360 .387    
No HP    .025 .405   
Selective X Low Diff      .205 .784 
No HP X Low Diff    - .074 .653 
Selective X High Diff      .079 .884 
No HP X High Diff       .045 .873 
  R2 (adjusted) .504 (.383) .573 (.416) 
 F (sig) 4.16 (.000) 3.66 (.000) 
 N 57 57 
 
*        p. < .10, one sided;  **   p. <  .05, one sided;  *** p  <  .01, one sided 
 
Given that the estimated paths fully comply with the expectations, it is not surprising 
that the expectations regarding the effects of the high performance HR bundle on 
corporate performance are also largely confirmed (see Tables 7.6a and 7.6b).   
 

























































































































































































































































































































































































As expected, there are strong indirect effects connecting the high performance HR 
bundle and corporate performance through both employee and production 
performances. These indirect effects and the negative direct effect together sum to an 
overall positive effect for high performance HR management.  This effect is 
relatively small, however, when compared with the selective approaches.  These total 
effects are somewhat stronger when the HR system dummies are directly regressed 
on corporate performance and weakly significant in the case of non-users (see Table 
7.5a).   
 
Table 7.5a  Results of regression on corporate performance:  Ireland 
 
 
Variables Model 1 Model 2 
Controls ß SE ß SE 
  Constant - .465 .682 -1.149 .883 
  Union - .003 .385    .016 .386 
  Log size   .272 .150    .270 .151 
  Log age  -.043 .187    .024 .195 
  Process industry - .773 .413   -.899 .426 
  Food industry - .221 .453   -.388 .474 
  Service -.274 .120   -.299 .125 
  Differentiation 
(1=high) 
-.048 .295    .840 .800 
  SelectiveHP -.238 .446   
  No HP -.800** .449   
  Selective X Low Diff      .276 .756 
  No HP X Low Diff    - .091 .712 
  Selective X High Diff    - .531 .923 
  No HP X High Diff    -1.318* .938 
R2 (adjusted) .233 (.086) .261 (.081) 
F (sig) .159 (.147) 1.45 (.185) 
N 57 57 
 
*        p. < .10, one sided;  **   p. <  .05, one sided;  *** p  <  .01, one sided 
 
Chapter 7:  Does High Performance Human Resource Management improve 
                    company performance 





Taken together, these findings suggest, first, that the high performance HR bundle 
improves the work behaviours of employee performance.  Second, these employee 
behaviours in turn have a direct impact on the performance of a company.   Third, 
the findings also suggest that the bundle has the potential to improve the ‘link’ 
between a firm’s production operations and its company performance by enhancing  
employee performance.  Finally, the positive effects of the high performance HR 
bundle on corporate performance outweigh its costs, resulting in a positive overall 
effect.   
 
The results also show that the effect of incorporating a differentiation business 
strategy is, as expected, an important determining factor.  First, the relationship 
between the high performance HR bundle and employee performance is considerably 
stronger for companies making extensive use of the differentiation strategy.  Relative 
to users of the selective HR approach, the difference is approximately one standard 
unit of employee performance for high differentiators and one-half of a standard unit 
for low differentiator companies.  Relative to non-users the difference is 1.5 standard 
units for high differentiators and .6 standard units for low differentiators (see Table 
7.2a, model 2).  Employee performance also has a stronger impact on production 
performance for companies that are highly committed to a differentiation strategy.  
The estimate is .55 for high differentiators and  .16 for low differentiators.  The same 
holds for the direct relationship of employee performance with corporate 
performance, although to a lesser extent.  The effect is estimated as .35 for high and 
.17 for low differentiators.   
 
The differentiation strategy has little impact on the direct effect of the high 
performance HR bundle on corporate performance.  Comparing high and low 
differentiators, the estimate for the high differentiators is somewhat larger relative to 
selective users and somewhat smaller relative to non-users.  The strongest 
expectations regarding the moderating effect of the differentiation business strategy 
pertained to the link between production performance and corporate performance.   





Here it was hypothesised that production performance – as measured by the 
innovativeness and quality of the product – would be a much more crucial 
determinant of corporate performance for companies pursuing differentiation 
strategies.  In line with this expectation, model 2 outlined in Table 7.4a shows that  
production performance has virtually no impact on corporate performance as far as 
low differentiators are concerned, but has a strong (.59) and significant effect for  
high differentiators.  As predicted, there is a significant estimate for the difference 
between low and high differentiators.   
 
As a consequence of the expected strengthening effect of the differentiation strategy 
on the various performance outcomes, it was expected that the indirect effects of the 
high performance HR bundle would be stronger for differentiation companies, also 
resulting in a stronger overall effect.  The data fully support these expectations (see 
Table 7a and 7b).  When compared with the selective users, the indirect effects of the 
high performance HR bundle are calculated as .68 for high differentiators and .09 for 
low differentiators.  When compared with the non-users, these same indirect effects 
are calculated to be .99 for high and .17 for low differentiator companies.  Further, 
the total effect of the high performance bundle is positive only for high 
differentiators.  When compared with the selective users, the estimated total effect of 
the high performance bundle on corporate performance is .53 for high differentiators 
and -.28 for low differentiators.  When compared with the non-users, the effect of the 
bundle is 1.32 for high and .09 for low differentiators.  In the latter comparison, the 
total effect of the bundle is significant.   
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7.5.2 Netherlands:  The results of regressions on employee, production and 
corporate performances are presented in Tables 7.2b, 7.3b and 7.4b, 7.5b respectively 
for companies in the Netherlands.  These tables are outlined below.  Figure 3: a-c 
below summarises the results in the form of path diagrams (compare figure 1 above).   
 
Figure 3:  Netherlands 
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The first point to be made regarding companies in the Netherlands is that there is no 
evidence of a relationship between the high performance HR bundle and employee 
performance (Table 7.2b).   
 
Table 7.2b:  Results of regression of employee performance Netherlands 
 
Variables Model 1 Model 2 
Controls ß SE ß SE 
  Constant   .494 .469   .450 .485 
  Union - .459 .247 - .470 .249 
  Log size - .091 .071 - .100 .073 
  Log age - .003 .071 - .002 .071 
  Process industry   .082 .182   .073 .185 
  Food industry   .093 .164   .087 .165 
  Service - .063 .060 - .064 .060 
  Differentiation (1=high)   .098 .123   .279 .423 
  Selective HP   .056 .227   
  No HP - .008 .217   
  Selective X Low Diff     .181 .335 
  No HP X Low Diff     .079 .312 
  Selective X High Diff   - .057 .471 
  No HP X High Diff    - .092 .446 
R2 (adjusted) .035 (.004) .036 (-.003) 
F (sig) 1.11 (.355) .93 (.515) 
N 284 284 
 
*        p. < .10, one sided;   
**   p. <  .05, one sided;   
*** p  <  .01, one sided 
 
 
It was nevertheless expected that the other paths specified in the model would be 
confirmed.  According to these expectations, there is a significant relationship 
between employee and production performance (.22: see Table 7.3b).   
 





Table 7.3b   Results of regression of production performance:  Netherlands 
 
 
Variables Model 1 Model 2 
Controls ß SE ß SE 
  Constant - .375 .376 - .409 .373 
  Union   .023 .228   .029 .226 
  Log size   .028 .066   .037 .065 
  Log age   .001 .066  -.004 .065 
  Process industry - .116 .169 - .119 .168 
  Food industry - .065 .150 - .053 .149 
  Service - .159 .056 - .158 .055 
  Differentiation (1=high)   .453 .114   .452 .113 
  Employee performance   .216*** .056   
  Employee perf. X Low diff     .086 .081 
  Employee perf. X High diff   .329*** .110 
  R2 (adjusted) .140 (.115) .155 (.127) 
 F (sig) 5.61 (.000) 5.59 (.000) 
 n 284 284 
  
*        p. < .10, one sided;   
**   p. <  .05, one sided;   
*** p  <  .01, one sided 
 
Moreover, there is a weakly significant direct effect of employee performance on 
corporate performance (.07: see Table 7.4b).  Finally, there is a strong and significant 
relationship between production and corporate performance (.48: see Table 7.4b).  
Finally, the direct effects of the high performance HR bundle on corporate 
performance are negative, although these outcomes are quite small and not 
significant (Table 7.4b).  The paths estimated for the Dutch data thus comply with 
the general model outlined above, with the crucial exception that the high 
performance bundle is not associated with improved employee performance (Figure 
3 above).   
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Table 7.4b   Results of regression of corporate performance:  Netherlands 
 
Variables Model 1 Model 2 
Controls ß SE ß SE 
Constant -  .324 .395 -  .417 .408 
Union -  .492 .208 -  .509 .209 
Log size    .076 .060    .079 .062 
Log age    .027 .059    .025 .059 
Process industry -  .240 .152 -  .255 .154 
Food industry -  .007 .137 -  .006 .138 
Service    .034 .051    .028 .051 
Differentiation (1=high)    .002 .106   . 136 .354 
Employee performance    .067* .052   
Employee perf. X Low diff     . 012 .074 
Employee perf. X High diff      .101 .103 
Production Performance    
.481*** 
.054   
Production perf. X Low diff     .359*** .087 
Production perf. X High 
diff 
    .549*** .111 
SelectiveHP    .084 .191   
No HP    .012 .182   
Selective X Low Diff      .176 .280 
No HP X Low Diff      .063 .260 
Selective X High Diff   -  .053 .394 
No HP X High Diff    -  .205 .373 
  R2 (adjusted) .290 (.262) .303 (.264) 
 F (sig) 10.11 (.000) 7.77 (.000) 
 N 284 284 
 
*        p. < .10, one sided 
**   p. <  .05, one sided 
*** p  <  .01, one sided 
 
 
Consequently, for the Dutch data, the indirect paths linking the high performance HR 
bundle to corporate performance through employee performance are close to zero, 
meaning that the overall effect of the bundle on corporate performance is negative 
(Table 7.6c and 7.6d).  The differences between companies using the high 
performance bundle and those using the other HR approaches are therefore neither 
impressive nor significant.   

















































































































































































































































































































































































Chapter 7:  Does High Performance Human Resource Management improve 
                    company performance 




Table 7.5b   Results of regression on corporate performance:  Netherlands 
 
Variables Model 1 Model 2 
Controls ß SE ß SE 
  Constant -  .469 .452 -  .492 .468 
  Union -  .575 .238 -  .580 .240 
  Log size    .076 .068    .074 .071 
  Log age    .028 .068    .028 .068 
  Process industry -  .283 .175  - .289 .178 
  Food industry -  .027 .158 -  .031 .159 
  Service -  .054 .058 -  .055 .058 
  Differentiation (1=high)    .241 .119   
  SelectiveHP    .106 .219   
  No HP    .066 .209   
  Selective X Low Diff      .142 .323 
  No HP X Low Diff      .110 .300 
  Selective X High Diff      .071 .454 
  No HP X High Diff       .023 .430 
R2 (adjusted) .056 (.025) .056 (.018) 
F (sig) 1.80 (.067) 1.47 (.143) 
n 284 284 
 
*        p. < .10, one sided 
**   p. <  .05, one sided 
*** p  <  .01, one sided 
 
Incorporating the differentiation strategy into the analysis shows that, as expected, all 
the relationships are somewhat stronger for high differentiator companies (see Tables 
7.2b, 7.3b, 7.4b, 7.5b models 2).  The effects of the high performance HR bundle on 
employee performance are slightly positive for high differentiators and slightly 
negative for low differentiators.  Employee performance has little impact on 
production performance (.09) for low differentiators, but there is a substantial effect 
for high differentiators (.33).  Employee performance also has a weaker direct 
relationship with corporate performance for low differentiators (.01) when compared 
to high differentiators (.10).  The finding that, for low differentiators, production 
performance has a significantly weaker relationship with corporate performance (.36) 
when compared to that of high differentiators (.55) is also in accordance with the 
expectations. However, as a consequence of the excessively weak link between the 
high performance bundle and employee performance – also for high differentiators – 
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estimates for the overall effects of the bundle on corporate performance are negative 
(Table 7.6b).   In the following section the differences between Ireland and the 
Netherlands will be discussed within the framework of the implications of the 
different societal contexts described in Chapter 3.   
 
7.6.   Summary, discussion and conclusions 
 
Particularly pressing questions for those implementing such innovative HR practices 
as high performance is whether they actually make a substantial difference to the 
company's performance and, if so, what types of improvements the firm could 
expect.  Despite the large body of work addressing the relationship between high 
performance HR and company performance, empirical evidence is unclear, primarily 
due to the lack of consistent results.  A further important question is whether effects 
of the high performance bundle can always be always or if they are possible only 
under certain conditions.  The body of literature addressing these specific questions 
is lacking mainly because contingency factors are rarely included in relevant studies.  
When they are, the theoretical underpinning is scant in terms of tracing and 
elaborating and explaining the causal relationships (Wood 1999). 
 
A central issue running through this chapter is that the high performance bundle is 
expected to have many effects in terms of company operations.   One objective of the 
theoretical framework developed in this study has been to incorporate the 
implications of these bundle effects for the relationship between the high 
performance bundle and corporate performance.  It was expected that the most 
important routes through which the high performance bundle application would 
benefit the company's performance would be through its effects on both employee 
and production level outcomes.  Given the extensive nature of the bundle as a 
strategy, it was expected that using this strategy would have a negative direct effect 
on company performance when controlled for the effects of production and employee 
performance. This direct effect of the high performance bundle was expected to 
reflect, by and large, the impact of the heavy cost burden involved in implementing 
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the high performance bundle.  It was also expected, however, that this cost would be 
outweighed by the net benefits accrued, resulting in an overall positive total effect:  
The company performance effect of the high performance bundle was expected to 
operate first by improving employee performance, which was, in turn, expected to 
improve company performance.  Furthermore, this improved employee performance 
was expected to improve the firm's production system, which was then expected to 
boost the firm's performance.  The effect of the high performance bundle on 
employee performance, then, was considered to drive company performance directly, 
as well as to strengthen performance at the company and production levels. An 
important final point is that, in order to realise these overall effects, a company must 
be in a position to translate the higher levels of employee performance into company 
level outcomes. It was suggested that companies using differentiation business 
strategies rely on a close fit between employee and production operations.  It was 
therefore expected that such total effects would be strongest for companies using 
high differentiation strategies. 
 
The results of the analyses, as expected, indicate that the direct effect of the high 
performance bundle on company performance in both countries is negative or, at 
most, very small.   The effects of the high performance bundle operating through 
employee performance were found to in Ireland:  in the Netherlands there is no 
relationship.  This improved employee work behaviour, in turn, boosted company 
performance directly as well as indirectly by enhancing product quality and 
innovativeness. While these relationships were found in both Ireland and the 
Netherlands, the effects were stronger in Ireland.   
 
These results together confirm the expectation that the direct and indirect effects 
would offset one another, with the consequence that an overall total effect of the high 
performance bundle on company performance would be positive.  While this was 
clearly the case in Ireland, in the Netherlands it appears that the costs of 
implementing the high performance bundle for the average company has a 
considerable impact on company performance.  The unexpected negative total effect 
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suggests that, in the Netherlands, the extent of costs for the average company is 
substantially larger than the returns.   
 
The expectation that the high performance bundle performance effects would be 
particularly important for high differentiator companies was again confirmed in the 
Irish data.  That the links between production and corporate performance are 
particularly important for high differentiators is evident in that the high 
differentiation category enjoys the largest positive total effect. What was not 
expected, however, was that the costs of the high performance bundle place the least 
drain on company performance for high differentiators and exert the greatest 
downward pressure on the performance of low differentiators.    
 
The empirical results of the analyses suggest that the model fits the Irish data very 
well. In terms of the Dutch data, the majority of the relationships were in the 
expected direction but the outcomes were comparably small.  The question arises, 
then, as to why the high performance bundle is so ineffective in improving company 
performance in the Netherlands.  In answering this question, it is necessary to 
consider that the lack of a relationship between the high performance bundle and 
company performance is driven by the fact that the bundle has practically no effect 
on employee performance in the Netherlands. While all paths linking the high 
performance bundle to company performance are somewhat weaker for the Dutch 
than for the Irish data, the difference with regard to the bundle-employee 
performance link is striking and accounts for the lion’s share of the differences 
between the countries.   The key to understanding the missing link between the high 
performance bundle and company performance in the Netherlands, then, is to 
determine why the high performance bundle fails to mobilise employee performance.   
 
The fact that strong support was found for a link between company performance and 
the high performance bundle for the Irish data may reflect the differences in the 
labour market and societal institutions between these countries and Ireland.  
Differences in the institutional environment of the Netherlands may point to a 
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problem of transferring packages of HR practices from one institutional context to 
another. The following section will elaborate on how the different institutional 
contexts may affect the operation of the high performance bundle in the Netherlands. 
It will be suggested that the effectiveness of the high performance bundle in 
mobilising employee performance may depend on a set of educational institutions, 
industrial relations, traditions, and cultural orientations prevailing in Ireland but not 
in the Netherlands.  In Chapter 3, specific attention was given to describing the 
details of the Dutch and Irish institutional contexts.  While it is preferable to avoid 
unnecessary repetition, in order to point up those aspects of the institutional contexts 
that are particularly central to the explanation of the differences between the Dutch 
and Irish, a limited amount of re-capitulation of the more salient aspects will be 
necessary. 
 
An important difference between the Irish and Dutch educational systems pertains to 
the form of education provided in these countries.  The main emphasis in Ireland is 
on general education and relatively few students pursue vocational educational 
training (VET).  Moreover, of those participating in secondary level VET training in 
Ireland, only 37 percent are considered adequately trained for employment (CVTES 
1998).  Consequently, company training in Ireland provides a necessary supplement 
to – or substitute for – the system through which students acquire skills.   Under 
these conditions, company training can be expected to make a substantial difference 
to the skills and productivity of employees.  In contrast to Ireland, the Netherlands 
has a long tradition of vocational training: 70 percent of Dutch students participate in 
VET. The majority (76 percent) of these students are considered sufficiently trained 
for employment, which appears to be a result of cooperation between the educational 
establishment and the work environment in creating the context for training (CVTES 
1998). This implies that there is less need for internal training and that, even when 
internal training is provided, its impact on employee performance is expected to be 
smaller.    
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The different organisation of education in Ireland and the Netherlands has also 
consequences for the selection of employees into the company.  The highly 
differentiated, streamed and specific nature of the Dutch educational system means 
that employers can use educational credentials as a reliable signal of the quality of 
the graduates from that system.  This refers not only to the technical and vocational 
skills in the narrow sense but also to more general work-related attitudes and 
competencies.  The occupational-specific training provided by Dutch schools extends 
to the norms of behaviour that are expected of a member of that occupation such as 
reliability and responsibility (see Lane 1992 for a discussion of this phenomena in 
the German context).  In the data, this is reflected in the greater importance attributed 
by the Dutch to education credentials as a selection criterion (see Appendix).  The 
more general nature of the Irish education system that focuses on the imparting of 
academic skills and training is less closely connected to specific skills and 
behavioural codes.  Although grades are also important selection criteria in the Irish 
context (Hannan et al, 1998), the information represented in the grades may not be 
sufficient for the employer to match applicants with tasks and careers.  Given these 
circumstances it is not surprising that when selection in Ireland is examined, one sees 
that employers screen their applicants more thoroughly for indicators of social and 
managerial skills and general work attitudes such as leadership qualities, 
conscientiousness and cooperative orientation (see Appendix for details).   
 
Another important factor in terms of societal effects differentiating the Dutch from 
the Irish (and also from the Americans and the British) is the prevailing labour 
market institutions.  Dutch industrial relations are traditionally characterised by neo-
corporatist arrangements (Visser 1992).  A strong emphasis on achieving consensus 
via collaboration between employer and employees has underpinned the Dutch 
system of industrial relations. As could be expected, the industrial relations context 
has consequences primarily for the effectiveness of offering high benefits, whether in 
the form of high relative wages, advantageous fringe benefits or long-term 
employment security, as relational signals.  One consequence of this neo-corporatist 
arrangement is that, in the Netherlands, many labour standards regarding fringe 
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benefits, employment protection and employee representation are mandatory or 
governed by collective agreements at the industry level (OECD 1994).  Moreover, 
wage differences among firms are comparatively small (Teulings and Hartog 2000).   
Companies that, according to law and collective agreement, are obliged to provide 
high levels of benefits.  This may have as a consequence that employees regard these 
benefits as entitlements and therefore have less value as signals of the employer’s 
relational intentions.   
 
The relative benefits to employee performance associated with the high performance 
HR bundle can be further expected to be lower in the Netherlands, where inter-
company differences are smaller and where labour market conditions are more 
secure.  Heavy involvement in the application of sector agreements and legal 
regulations at company level leaves hardly any room for autonomous personnel 
policy within the company itself (Buitendam 1979).  As a consequence, Dutch 
companies vary much less than the Irish in terms of the wages and benefits offered.  
Moreover, Dutch employees, undergirded by a generous and elaborate welfare 
system, are less dependent on company-provided insurance and pensions than are the 
Irish.  Additionally, the collective experience of long-term massive unemployment in 
Ireland leads the Irish to place particularly high value on long-term commitment 
given by companies.     
 
Finally, in terms of social values, Ireland may have more in common with the United 
Kingdom and with the United States than with the Netherlands.  These value 
orientations may be of utmost importance for the effectiveness of such organisational 
practices as the high performance HR bundle.  Practices that are congruent with the 
orientations of organisation members will be more easily accepted, while a poor fit 
between value orientations and organisational practices will prevent the 
‘internalisation’ of these practices, (Selznick 1957) and may even encounter manifest 
friction and open resistance.   
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As suggested by Hofstede (1984), cultures can be described in terms of four 
dimensions: power distance, individualism versus collectivism, uncertainty 
avoidance, and femininity versus masculinity.  The first factor, power distance refers 
to the extent to which the less powerful member of an organisation expects and 
accepts the unequal distribution of power (Hofstede, 1991: 28).  Second, an 
individualist society is characterised by loose ties among individuals: each individual 
is expected to look after himself or herself and for his or her immediate family.  In 
contrast, collectivism refers to societies in which people from birth onwards are 
integrated into strong, cohesive in-groups, which protect an individual throughout his 
or her lifetime in exchange for unquestioning loyalty (Hofstede 1991: 51). Third, in 
masculine societies,  gender roles are clearly distinct, while they overlap in feminine 
societies (Hofstede 1991: 82-83).  Finally, uncertainty avoidance pertains to the 
extent to which members of a culture feel threatened by uncertain or unknown 
situations (Hofstede 1991: 113).   
 
According to Hofstede’s study, the Irish and the Dutch differ little on the power 
distance and individualism/collectivism dimensions.  Both countries have little 
tolerance for social inequality and encourage a strong individualistic orientation.  
Striking differences were found, however, in regard to the masculinity/femininity 
dimension, and to a lesser extent for uncertainty avoidance.   The following 
discussion will therefore be confined to these two dimensions.   
 
While the Dutch belong to the group of countries scoring very high on the femininity 
dimension (as do Scandinavian countries), the Irish belong to the group scoring high 
on a masculine orientation (as do the Americans and the British).  These different 
value orientations have important ramifications for people’s work related 
expectations.  While high masculinity is associated with a strong emphasis on 
earnings, competition, advancement and achievement, high femininity is associated 
with an emphasis on harmonious working relationships, equality, the avoidance of 
conflict and the quality of working life.   
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These value orientations have different implications for the implementation of a high 
performance work culture.  In a masculine culture – Ireland, for example – a 
performance centred work culture is highly legitimate, and supportive HRM 
practices providing performance-contingent rewards will appeal to the strong 
advancement and achievement orientation of the people.   In a feminine culture – the 
Netherlands, for example – the possibilities of motivating employees through 
differential rewards are limited by the strong emphasis on equality and solidarity.  In 
these circumstances, high performance can be mainly achieved indirectly by 
cultivating a work atmosphere that is primarily perceived as harmonious and 
enjoyable.  Consequently, the high performance HR bundle, which incorporates 
strong incentives, is difficult to implement in such a culture.  In line with this 
reasoning, it was found that incentives are used less frequently in the Netherlands 
than in Ireland and, where they are in place, they appear to yield even adverse effects 
on employee performance (see Chapter 6).   
 
Considerable differences also exist with regard to the extent of uncertainty 
avoidance:  out of 53 countries, Hofstede found that the Dutch rank 35th and the Irish 
47th with respect to this attribute. In the work context, uncertainty avoidance implies 
mainly that employees are unable to cope with ambiguity and unstructured situations.  
In these cultures, rules and regulations provide a sense of structure in what would 
otherwise be perceived to be unstructured environments.  Further, uncertainty 
avoidance triggers a strong need for behavioural confirmation and for approval from 
fellow workers and supervisors.  The clarification of work-related expectations is 
therefore an essential component of employee’s well being.    
 
A company can prevent the occurrence of role ambiguity and provide an employee 
with orientation and support, for example, by taking an active role in the 
development of employee’s futures and their jobs and careers.  Companies can also 
take steps to embed their employees in the prevailing organisational culture.  Such 
efforts are referred to as ‘guidance’. Unlike the other components of the high 
performance HR bundle, guidance is expected to be more important and more 
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effective in the Netherlands than in Ireland.  In accordance with these expectations, 
guidance is the only dimension that is significantly related to employee performance 
in the Netherlands (this Chapter).   
 
In summary, when the different institutional and cultural contexts are taken into 
account, it appears that four out of five high performance practices – incentives, 
selectivity, training and ‘gifts’ – may be less effective in mobilising employee 
performance in the Netherlands than in Ireland.  This difference may explain why 
high performance HR management bears so little relationship with employee 
performance in the Netherlands.  A valuable task of further research would be to 
develop in a more systematic fashion the theory of  ‘mismatch’ between the Dutch 
institutional and cultural context and ‘high performance HR management’ that as 
























1 The indices of the regression coefficients do not match the indices of the corresponding paths. 
1 Pooling the sample and ignoring the estimates that are not significant is neither a remedy, as the 
relationships between the two samples differ dramatically and the larger Dutch sample size would give it an 
undue influence on the pooled results. 
 
 Chapter 8 
             
  
 
The adoption of the high performance human  
resource bundle:  An integration of  










As mentioned in earlier chapters, there is considerable consensus in the literature that 
strategic HR management makes has a significant positive impact upon a company's 
performance (Ichniowski et al 1997;  Delery and Doty, 1996;  Huselid, 1995;  
Huselid and Becker 1997;  Cappelli and Neumark, 2001;  MacDuffie, 1995).  These 
performance effects are attributed to the company adopting HR practices that are 
mutually reinforcing or complementary.  Although it would be logical, therefore, to 
expect that companies would adopt the full complement, empirical evidence suggests 
that this is not necessarily so.  First, it appears that the adoption of these strategic 
high performance HR practices among companies has been modest (Osterman, 2000; 
Cappelli and Neumark, 2001; Wood and De Menezes, 1998 for the UK).  
Furthermore, rather than the full complement constituting the most common pattern 
of adoption,  empirical studies repeatedly find hybrid forms of HR management –
forms that are comprised of a mixture or a selection from, rather than the full set of 
high performance HR practices (Arthur, 1992;  Ichniowski et al, 1995;  Ichniowski et 
al, 1997;  MacDuffie, 1995).   






In this chapter a different issue regarding the diffusion process of HPHR practices is 
focused on.  According to the internal fit perspective these companies appear to be 
opting for a form of HPHR that exhibits a limited performance complementarity 
potential.  If the key 'high performance' ingredient of the full-HPHR-complement is a 
high degree of internal consistency, why is it that companies nevertheless choose less 
than the full-HPHR complement?  In this chapter, a simple model of the diffusion of 
HPHR practices is sketeched.  This model explains why, despite this set being 
inferior in terms of performance implications, some firms would nevertheless adopt a 
selective rather than a full HPHR set.  Two stages of diffusion are distinguished.  In 
the first stage HPHR entrepreneurs induce pioneering companies to implement 
HPHR as their human resource strategy.  Only companies for which HPHR promises 
to yield substantial performance benefits will buy-in at this stage.  As contingency 
theory would predict, those companies whose business strategy matches HPHR will 
be early adopters.  In the second stage, another group of companies, as rational 
imitators of the early adopters, is willing to jump on the bandwagon.  By adopting 
HPHR, the early-adopter has not only reduced the highest uncertainty associated 
with the new HPHR activity, but thanks to their performance success, this adoption 
has also earned HPHR considerable prestige and status.  It is suggested that under 
such conditions, despite the lack of a technical or efficiency rationale, companies are 
expected to find the reputation gains that HPHR have accrued over time to be a 
desirable attribute for their company's operations.  Finally, the model outlines how 
the motivations of these two types of companies can result in different forms or 
versions of HPHR being chosen.   The first part of this chapter develops the diffusion 
model. In the second section, empirical hypotheses derived from the model are tested 
using cross-sectional data from a recent survey among companies in Ireland.   The 
discussion and summary of the model and the empirical findings are presented in the 
conclusion to this chapter.   
 
2.  A model of the diffusion process of the high performance HR bundle 
 
In order to understand the dissemination of such organisational practices as those 
contained in the high performance bundle, it is useful to construct a general model 
which, by abstracting from historical contingencies, can examine the common 
mechanisms underlying many diffusion processes. In this chapter, such a model is 
developed in an informal fashion. This model depicts the process of HR diffusion as 
an unfolding process taking place in two stages. In the first stage, the decision by 





certain companies to adopt the high performance bundle is  guided primarily by 
efficiency goals. During this early stage, the reputation of these practices is 
established. In the later stage , another group of companies, who, as rational imitators 
of the early adopters, become willing 'to jump on the bandwagon' in order to signal 
their status as high performers.   
 
Early diffusion stage:  The decision to adopt such innovative organisational 
practices  as the high performance bundle can be understood as a rational decision in 
which managers trade the costs of adoption for the  benefits thereof.  Particularly 
during the earliest stages of diffusion, the rationality of the adoption decision is 
limited by considerable information deficits.  Managers are likely to be unfamiliar 
with these HR practices, have a poor understanding of their potential contribution to 
company performance, and lack the training and knowledge necessary to implement 
and ‘run’ these practices.  The problem at this point is that potentially interested 
companies have neither sufficient information nor sufficient motivation to consider 
the high performance bundle option.   
 
Unawareness and uncertainty regarding related costs and benefits during the early 
stages diffusion are substantial obstacles to be overcome (Rogers, 1995).  The 
advancement of the diffusion process, therefore, requires the intervention of an actor 
who has a structured entrepreneurial goal  and who is prepared actively to  define, 
justify and promote the strategic value of new forms or sets of practices (DiMaggio, 
1988; Clemens, 1993).  
 
In recent decades, just such an entrepreneurial profile has become evident in the  HR 
profession, the focus of which has increasingly become directed toward achieving 
high status within companies.   Its formula for doing this has involved offering  
skills, knowledge and competency as  crucial services to companies.  The 
profession's claim has been that effective HR management makes a substantial 
difference in the company’s ‘bottom line’, and therefore its ability to compete.  The 
high performance HR bundle features as the decisive HR solution for  advancing the 
profession’s claim.  As a collective actor,  the HR profession has consequently been 
willing to develop the concept of the high performance as a form of strategic HR 
management, has acquired the competency to implement this HR system, and has 
actively promoted its adoption among companies.   The HR profession, however, has 
neither the status nor the power to make the final decisions regarding the adoption of 
the high performance bundle.   






During the earlier stage of the diffusion process of the high performance bundle, the 
risks involved in implementing the practices are high, despite the entrepreneurial 
efforts of the HR profession, and companies are therefore understandably reluctant to 
adopt them.  The relative novelty of the practices denies companies the benefits of 
learning from the success or failure experiences of other companies.  The question 
arises, then, as to the type of company that would be willing to bear such risks.   
Only those companies that are able to foresee considerable gains from adopting the 
high performance bundle will do so.   
 
Examining the extent to which the high performance bundle can be fit to a 
company’s competitive strategy – exploring the question of external fit – is a useful 
starting point for understanding which companies will benefit most from adopting 
such a strategy.  The company's ability to realize sustained profitability in the face of 
competition depends upon how well the company implements its 'competitive 
strategy'. The following proceeds from Porter’s distinction between two alternative 
competitive strategies – the cost minimisation and differentiation strategies (Porter, 
1980, 1985)1.   Each of these strategies requires a very different HR input (see 
Chapter 7).   
 
Cost is one dimension along which firms may compete for positions within an 
industry.  A firm engaging in cost reduction claims its market position by 
undercutting the price at which its rivals can bring their products to the market.  The 
sources of cost advantage will vary, depending on the extent to which a firm is 
committed to being a cost-leader. One source of advantage will involve bringing a 
'no-frills' product or service to the market.  This requires reliable yet uncomplicated 
production technology and basic work production arrangements.  Where production 
techniques are well specified, relatively narrow and routine, the necessity for 
sophisticated labour input is minimal.  All in all, this approach demands little by way 
of initial training, little if any technological change, and the costs related to the 
development of employee involvement needs are negligible (Arthur, 1992).    
                                                          
1 Although a number of typologies have been developed to describe companies’ business strategies, that 
developed by Michael Porter (1980, 1985) is arguably the best known and is widely used by both business 
policy and industrial relations (Hambrick, 1983, Dess and Davis, 1984;  Miller and Friessen, 1986;  Kochan, 
Katz and McKersie, 1986, Sorge and Streeck, 1988, Arthur, 1992). 






Alternatively, a firm can strive to be unique within its industry along some 
dimension to which its customers attach great value.   This can involve emphasising 
the uniqueness of the product itself, the delivery system through which it is sold, the 
marketing approach or even the provision of a particular product to a 'niche' market. 
The differentiator's quest to reflect the demands and changes of market conditions 
will rely strongly on its capacity to be innovative and flexible (Porter, 1980). To this 
end, HR input will be crucial to the delivery of  high levels of employee expertise, 
skill, flexibility, and  creativity that are essential for high innovation.   Increased 
emphasis on preparing and motivating employees to work both harder and smarter 
requires the creation of a work culture distinguished by norms of hard work and co-
operation.  
 
For the differentiator, high levels of HR input are required to deliver  favourable 
company performance outcomes.   This keen interest in stimulating employee 
performance can be expected to persuade the differentiator to adopt at the early 
diffusion stage.  In the recruitment stage, for example, the procedures and practices 
implemented by the company when screening and selecting candidates will help to 
identify those exhibiting the knowledge, skills, experience and work attitudes that are 
considered desirable by the company.  After recruitment, the high performance 
bundle can continue to play a decisive role in co-ordinating the company’s human 
resources through training, compensation and promotion.   
 
For the differentiator, the attraction of the bundle lies in its potential to reach all 
aspects of the company: from production, development and design to the marketing, 
distribution and sales of the firm’s product or service.  If the high performance 
bundle delivers according to its potential, the advantages to be realised by the 
differentiator renders the early mover strategy not only an innovative but also a 
highly competitive activity.  For companies pursuing a cost minimisation strategy, in 
contrast, the high performance bundle is most likely to be regarded as a fanciful 
promulgation!  For these companies, the high performance bundle does little more 
than increase labour costs with little or no promise of return in terms of  enhanced 
productivity.   






2.1 Later diffusion stage 
 
Many diffusion processes result in an S-shaped diffusion curve.  Following a slow 
initial stage, the rate of adoption  rapidly increases.  Later, when a substantial share 
of the population has adopted the innovation, the rate decreases continuously.  The 
number of adopters per time unit, then, approaches a normal curve, resulting in the 
familiar S-shaped curve of cumulative adoption.   This typical pattern resembles 
many epidemiological processes and a mechanism similar to contagion, as in the 
spread of information through  a network, has been invoked to account for this shape 
(Coleman et al, 1966;  Burt, 1987, Valente, 1994). 
 
Interaction-based imitation is not necessarily the most important process in the 
diffusion of the high performance HR bundle.  The number of previous adopters can 
affect the likelihood of current adoption in ways that do not presuppose direct contact 
between early and late adopters.  For example, population ecologists studying the 
development of organisational forms (Hannan and Freeman, 1989;  Hannan and 
Carroll 1992) and organisational practices (Ahmadjian and Robinson, 2001) have 
pointed to a recurring pattern of the ‘legitimacy’ of organisational forms and 
practices increasing as a function of previous adoption.  This legitimacy facilitates 
access to valuable resources, thus permitting the further growth of the population.  
For the spread of high performance HR, it is assumed that a similar process of 
reputation-building accounts both for  an increase in the diffusion speed at this later 
stage and for the emergence of hybrid types characterised by the selective adoption 
of high performance HR practices.   
 
When the effects of practices or technologies are poorly understood (and hence 
uncertain), copying the example of other, successful companies provides a good, 
low-cost heuristic for finding a valuable solution (March and Olsen, 1976;  
Haunschild and Miner, 1997).  The strategy of mimicking successful companies is 
not only rational as a search heuristic but also provides the company with the 
benefits that come from appearing to be a member of the ‘successful’ companies.  
For example, Westphal, et al (1997) found that a company can improve its general 
reputation by adopting the same practices used by other companies, as evidenced by 
the ratings of a national accreditation organisation.   
 





During the early stage of diffusion, the high performance HR bundle becomes 
associated with both improved employee and company performance, thus earning a 
favourable reputation.  Based on the success of early adopters, the high performance 
bundle becomes recognised in the wider business community as a successful and 
innovative approach. Institutions whose influence is widely felt in the business 
community (lending institutions and other larger companies as customers, for 
example) observe and evaluate the experiences of early adopters' use of the bundle.  
Because they represent an important source of financial resources, companies take 
the evaluations of these institutions into very serious consideration. Banks, having 
observed early adopters and their success with the use of high performance HR 
management, come to associate these practices with those of productive companies, 
and to evaluate them as effective in promoting company performance.  
Consequently, companies resembling early adopters will most likely be classified as 
belonging to the 'prosperous' set and thus to be contenders for receiving financial 
support.   
 
Regardless of the actual potential of the bundle for non-differentiator companies, the 
success of early adopters is noted and evaluated by significant observers as 'best 
practices'.  With such 'signalling' value for banks and other resource points, all 
companies using the high performance bundle can gain from the effects of its 
increased reputation.  As Shaw and Epstein (2000) have shown, the reputation of 
companies and management can be enhanced by adopting  popular management 
techniques, even if they do not make substantial economic contributions.  The 
bundle, therefore, becomes valuable to a company in a way that differs substantially 
from benefits derived from the HR-business strategy fit.  Once the experiences of 
early adopters dissipate, later adopters will look to 'best practices' in order to avoid 
acquiring a reputation such as that of out-of-date, old fashioned, or fading.      
 
Low differentiators lack any incentive to adopt high performance HR in the early 
stages,  as they do not rely on the fit between HR input and differentiation.  As the 
practices acquire a 'best practice' effect for all companies, however, benefits can then 
be gained by jumping on the bandwagon. Adopting the latest and most innovative of 
HR techniques is likely to be given a seal of approval and to evoke confidence, as it 
indicates a high management quality.  In the later stage of diffusion, therefore, the 
profile of adopters will be characterized less by a differentiation strategy, as low 
differentiators also seek to reap the reputation benefits of adopting the high 
performance HR bundle.   






Studies on the relationship between types of HR management and performance have 
shown that, because they are mutually reinforcing and supporting, the adoption of the 
full set of high performance practices is necessary to gain substantial performance 
improvements (Ichniowski et al, 1997; Chapter 6, this study).    Lacking these 
complementarities, the adoption of single practices or of a selective set of  practices 
does not yield significant performance improvements.  As a consequence, it is logical 
to expect that companies will  adopt either the full set of high performance HR 
practices or not at all.  This theoretically expected bi-modal distribution of high 
performance HR practices have not been substantiated empirically by this study.  On 
the contrary, some companies appear to opt for some substantial investment in HR 
management without adopting the full set or bundle of high performance  practices.  
This selective adoption could be a rational, profit-maximising strategy for companies 
for which the performance implications of the bundle are secondary.  If it is 
sufficient to secure reputation gains, ‘reputation seeking’ companies may opt for a 
selective set that requires less investment and commitment than the full set.  When 
they are adopted for their signaling value, the practices can be seen as operating as a 
type of façade, leaving the internal workings of the company largely untouched  
(Meyer and Rowan, 1977;  Meyer, 1979).    
 
To recapitulate the model, in the early stage of the diffusion of the high performance 
bundle, a lack of awareness and information prove to be the principal obstacles to the 
adoption of these practices.  The intervention of such actors as the HR entrepreneurs 
having high stakes in ensuring the diffusion of these practices proves to be crucial to 
promoting the concept of high performance HR among companies.  Even if they are 
aware of the high performance HR option, however, only companies that have the 
resources to bear the costs and risks of adopting the high performance bundle and 
who stand to benefit greatly from the potential gains will adopt these practices. Since 
the bundle is expected to improve the motivation, commitment and skill of the 
workforce, it is of particular value to companies pursuing  ‘differentiation’ business 
strategies. Companies whose strategies emphasise  cost minimisation, however, 
reject the high performance bundle option.  It is therefore expected that, in the early 
stage of diffusion: 
  






o companies  pursuing differentiation strategies are more likely to adopt than  
are companies pursuing other strategies;  
 
o contact with HR professionals will strengthen the disposition of  
‘differentiators’ to adopt;  
 
o companies pursuing cost minimisation strategies are unlikely to adopt the 
 high performance bundle in the early stage (or later stage). 
 
As a result of successful early adoption, the rate of diffusion increases in the next 
stage. Although ‘differentiators’ still comprise the greatest share of  adopters, the on-
going process of  institutionalisation  creates incentives  for  companies who are less 
dependant on employee input to adopt the bundle.  Having earned a reputation as 
innovative and performance-enhancing, the bundle of high performance HR practices 
becomes a signal of company success and competitiveness to outsiders who have 
limited knowledge of a company’s capabilities.  Even companies that do not have an 
‘efficiency rationale’, will adopt the bundle in order to enjoy these reputation gains.    
These companies, however, do not  necessarily require the full set of high 
performance practices.  Because outsiders have only a limited insight into the 
company’s activities, a selective set of highly visible and fashionable practices and a 
less consistent application may be sufficient to convince such outsiders of the ‘high 
performance’ orientation of the company.  It is therefore expected that, in the later 
stage of diffusion: 
 
o the relationship between differentiation and the adoption of the high  
performance bundle will weaken.   
 
o differentiating companies will adopt the full bundle of high performance  
practices  and non-differentiators will adopt a ‘selective’ set of HR  
practices.   
 
2.2 Is this model appropriate for the Dutch population? 
 
Is this model also valid for a population in which the crucial assumption concerning 
the efficiency gains generated for differentiating companies by  the high performance  
bundle does not hold?  As the analysis in the previous chapter demonstrated, the high 





performance HR bundle has no substantial impact on employee performance for 
companies in the Dutch sample and therefore does not lead to improvements in 
corporate performance. What, then, are the consequences for the model?  As far as 
the earlier stage of diffusion is concerned, little can be expected to change.  In this 
stage the actors are uncertain about the benefits of adopting the bundle.  The HR 
profession will continue to play a crucial role in persuading companies to adopt the 
bundle. Additionally, they will be more successful with differentiating companies 
and less successful with cost minimisers, because the potential benefits are more 
appealing to differentiators while the costs associated with adoption repel cost 
minimisers.   
 
The pioneering companies may have little success in implementing the practices, 
however, and a substantial number can be expected to abandon them as a 
consequence of these disappointing experiences.  In an isolated community, it could 
be expected that the high performance bundle would not be able to gain a reputation 
as a worthwhile strategy for companies to sustain a competitive corporate advantage.  
The absence of such a reputation would remove the reason for ‘reputation seeking’ 
companies to adopt either the high performance bundle or the selective HR 
approaches.  As a consequence, the diffusion process would collapse.  Given that the 
environment in which companies actually operate is characterized by a high degree 
of internationalisation and globalisation processes, however, in such an assumption 
of isolation is unrealistic.   
 
In an open economy such as in the Netherlands, at least two processes of influence 
should be considered.  First, observing the experiences of companies that have 
successfully implemented the high performance HR bundle in other countries – in 
the United States, for example – will be important in shaping the perceptions and 
beliefs of Dutch management regarding the effectiveness of the bundle (Looise and 
Paauwe 2001).  Second, because they are dependent on international markets for 
both products and finances, Dutch companies must deal with customers and strategic 
partners from other countries where the high performance bundle signals 
innovativeness and quality.   
 
Taken together, these influences imply that Dutch companies can enhance their 
reputations considerably by adopting either the high performance or selective HR 
bundles.   It can therefore be expected that the diffusion of these practices in the 
Netherlands will be driven by the bundle’s reputation as a best practice, even though 





this reputation is not derived from local or domestic experiences.  It is therefore 
likely that the later diffusion stage (as sketched above) will also take place in the 
Netherlands.  One crucial difference will be that pursuing a differentiation strategy 
will not imply  a distinct choice between the high performance and selective HR 
approaches.  Since the two HR approaches do not differ in terms of effectiveness, 
there is no incentive for differentiators to choose the high performance bundle when 
the reputation benefits can be gained by a (most likely) cheaper selective HR 
approach.   
 
This model describes a diffusion process that develops over time.  A rigorous test of 
this model would require longitudinal and preferably panel data.  Provided that the 
diffusion process of the bundle has progressed beyond the early stages, however, the 
model also permits the derivation of hypotheses that can be tested cross-sectionally.  
The next section introduces the data that used to illustrate the model and provides  an 
outline for the operationlisation of  key concepts.  Cross-sectional hypotheses will be 
developed in the subsequent section.   
 
 
3.0  Data and Operationalisation 
 
3.1. Types of adoption  
 
In the model outlined above, distinctions are made among three types of HR 
adoption:  non-adoption, adoption of the full bundle of high performance practices 
and adoption of a selective set of the practices.  Cluster analytical methods (see 
Chapter 5) demonstrated the applicability of these three generic types of HR 
management by companies in Ireland and the Netherlands.  One type involves the 
extensive use of each of the HR practices.  Companies showing this pattern are 
considered to be full adopters.  A second group of companies invest in many, but not 
all, of the HR practices; they are referred to as  selective adopters.  The third type is 
characterised by remarkably low use of high performance HR practices, and are 
therefore regarded as non-adopters (See Chapter 5 for further details).   
 
Business strategy:  In this study, business strategy was operationalised using the 
widely applied typology developed by Porter (1985).  As elaborated  earlier, 
according to this typology, companies compete either by becoming the lowest cost 
producer of a product or service (the cost minimisation strategy) or by differentiating 





themselves from other competitors on the basis of product quality or innovativeness 
(the differentiation strategy). The instrument suggested by Dess and Davis (1984) is 
adapted to measure these different business strategies.  (See Appendix for items and 
psychometric attributes). 
 
HR exposure:  Unfortunately, the data do not allow elaborate measurement of the 
degree to which companies have been exposed to the HR profession (evidence of 
which would include  the extent of integration in HR networks).  As a proxy for this, 
the status of HR management in the company is measured as the involvement of HR 
management in decision making and the position of the HR manager in the company 
hierarchy.  (See Appendix for specific item details)  
 
Company co-orientation:   Since the data are cross-sectional, time-dependent aspects 
can be measured only indirectly.  The model assumes that the successful 
implementation of the bundle leads to the development of a ‘best practices’ 
reputation, which partially transforms the bundle into a signal of innovativeness and 
management capability.  Because it captures the degree of exposure to the reputation 
of the practices, the degree of company co-orientation – the degree to which 
companies benchmark their HR activities, orient themselves toward presumed best 
practices, and are generally aware of the HR management practices of other 
companies – is used as an indirect measure of a company being in the second stage 
of the diffusion process.  Companies with high co-orientation  are likely to be more 
sensitive to reputation than are other companies when determining their HR strategy 
(See Appendix).   
 
4.  Empirical hypotheses 
 
For companies that pursue strategies of differentiation strategy and which are 
therefore dependent on high-quality HR input, the high performance bundle will be 
of the most benefit to their operations in terms of performance.  Regardless of 
whether they adopt the bundle in the early stage or wait until the beneficial effects 
become evident, these differentiators will, in each case, choose to adopt the full set in 
order to realise the complementarities among the HR practices. It is therefore 
expected that: 
 





The greater a company’s commitment to a differentiation strategy, the more likely 
the company is to adopt the full bundle of high performance human resource 
practices.   
 
In the case of Dutch companies, however, there appear to be no complementarity 
effects among the five HR practices (see Chapter 6).  Consequently, the initial 
perception of a differentiator that the high performance HR bundle fits its business 
strategy will be  eroded in time by disappointing outcomes for companies that adopt 
the bundle.  It is therefore expected that   
 
The relationship between differentiation strategy and the adoption of the high 
performance human resource bundle will be weaker for the Dutch than the Irish 
population of companies.   
 
In contrast, the competitive advantage of companies that follow  cost minimisation 
strategies relies on minimising  costs on products of moderate quality and 
sophistication. Consequently, these companies will be reluctant to make the 
extensive investments required for the implementation of the high performance 
bundle.  This is expected to hold for cost minimisation companies in both Ireland and 
the Netherlands.  It is therefore expected that:  
 
The greater a company’s commitment to the use of a cost minimisation strategy, 
the less likely the company is to adopt the high performance bundle.   
 
That the high performance bundle has earned a favourable reputation during the later 
stage of diffusion suggests that, at this point, companies have a new reason to 
consider adopting the bundle.  As a consequence, the adoption rate is expected to 
increase in the second stage.  Companies with high co-orientation are more receptive 
to the promise of acquiring the legitimacy and status associated with the use of the 
bundle.  As discussed earlier, this effect is also likely to be evident in the 
Netherlands, although the source of legitimisation is determined internationally 
rather than locally.  It is therefore expected that:   
 
The higher the co-orientation of a company, the more likely the companyis to 
adopt either the full or selective sets of HR practices.   
 





Particularly in the first stage of the diffusion process, the promotional activities of 
the HR profession are necessary to persuade differentiators to bear the risks 
associated with the adoption of the bundle.  In the initial stage, the increased 
probability of adoption by differentiating companies that exhibit strong HR 
connections suggests that these companies will comprise the largest share of adopters 
for most of the diffusion process.  The persistent  impact of the HR profession will be 
observable in both populations.  It is therefore expected that, in the cross-section:  
 
The more exposure a company has to the HR profession, the stronger will be the 
relationship between differentiation and full adoption.  
  
The adoption of selective sets of high performance practices was described in the 
model as a strategy used by companies that are interested in capturing reputation 
benefits from the adoption of high performance HR practices but have little interest 
in its associated performance effects.  Selective adoption is therefore expected to be 
most likely among reputation-seeking companies with little commitment to 
differentiation strategies.  It is therefore expected that: 
 
Companies combining  high co-orientation with  low commitment to  
differentiation strategies will predominately adopt the selective set of human 
resource practices.   
 
The predicted relationship, however, will be confined to the Irish population, in 
which the high performance HR bundle has a positive effect on employee 
performance.  In the Netherlands, where this link is missing, however, this 
bifurcation in the adoption patterns of low and high differentiators will not occur.  It 
is therefore expected that: 
 
The negative interaction between co-orientation and differentiation resulting in the 
adoption of the selective HR approach will be weaker in the Netherlands. 





5.0  Statistical specification 
 
The appropriate regression model for multiple qualitative outcome variables with 
individual (company-level) attributes as predictor variables is the multinomial (or 
generalised) logit model (Greene 2000: 859-862).  The estimated equations provide a 
set of probabilities for the three adoption modes of companies with attributes xi. 
When j= 0 is full adoption (the reference category), j=1 indicates non-adoption and 
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The marginal effects of the characteristics on the probabilities are:  
 
][Pr ββδ −= jjj ,  
 
In other words, the probability of outcome j times the difference between the 
estimate for j and the average estimate for j= 0 to 2.  
 
In addition to the company attributes for which hypotheses have been formulated, a 
vector of controls for company heterogeneity has been included. This vector includes 
company size (logged), company age (logged), percentage of unionised employees 
and dummy variables for sector. 








Tables 8.1 and 8.2 report the results of multinomial regressions of the three types of 
HR system adoption.  The full adopters are the reference category.  The first part of 
each model contrasts full adopters with non-adopters (1=non-adopters 0=full 
adopter).   The second part of the models contrasts full adopters with selective 
adopters (1=selective adopters 0 = full adopters).  Two models are estimated for both 
countries.  The first model contains only main effects.  The second model 
incorporates the relevant interaction effects.  The first four hypotheses relate to the 
main effect model.  The second model treats the next three hypotheses regarding 
interaction effects. Tables 8.3 and 8.4 report the marginal effects of the variables of 






























































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































Model 1 (Main Effects)    
Cost minimisation  .154 -.101 -.053 
Differentiation -.087  .013  .073 
HR prominence  .013 -.057  .044 
Co-orientation -.130  .071  .057 
Model 2 (Interaction Effects)    
Cost minimisation  .170 -.118 -.049 
Differentiation -.120  .086  .034 
HR exposure  .020 -.111  .081 
Co-orientation -.169  .097  .062 
HR exposure x diff -.183  .118  .062 
Co-orientation x diff  .156 -.157  .001 
 1 ][ ββ −=∆ jjj pp ,  
 
The first hypothesis derived from the model is that a higher differentiation score is 
associated with increased probability of full adoption. For Ireland, the estimate 
(βNA) indicates a positive relationship between differentiation and full versus non-
adoption.  This estimate is weakly significant (p=.062).  Differentiation is also 
positively related to full adoption when compared with selective adoption 
although the estimate not significant (βSA; p = .21). These point estimates translate 
into the following marginal effects: In Ireland a one unit increase in differentiation 
results in an increase in full adoption by 7.3 percentage points while the 
proportion of non-adopters diminishes by 8.7 percent.  
 
The second hypothesis is that the relationship between differentiation and 
adoption of the high performance bundle would be weaker for the Dutch case.  
For the Dutch sample, the respective estimates are much smaller and close to zero.  
A standard unit increase in differentiation has hardly any effect on the adoption of 
the high performance HR bundle in the Netherlands (+0.4 percentage points).  
Due to the small number of adopters of the high performance bundle, particularly 
in Ireland, the country differences are not significant (not reported).  The third 
hypothesis is that a higher cost minimisation score will increase the probability of 
non-adoption in both countries.  For the Irish sample, the relevant parameter 
estimates are in the expected direction (βNA ; βNA - βSA ). The estimate of the 
regression of non-adoption is weakly significant (p =.092). As an additional 
logistic regression on selective as compared to non-adoption showed, cost 





minimisation also discriminates  significantly but weakly (p=.098) between these 
two types (not reported). The point estimates imply that a unit change in cost 
minimisation accounts for about 15 percentage points more non-adopters 
(selective adopters 10 percent less selective adopters, 5 percent less full adopters).  
In the Netherlands, however, a cost minimisation strategy has little impact upon 
the adoption pattern.  Again, the estimates are close to zero.    
 
The fourth hypothesis states that company co-orientation will increase the 
likelihood of both selective and full adoption in both countries.  For both samples, 
the estimates are in the expected direction.  As far as the contrast between non- 
and full-adoption is concerned, in Ireland the estimate is weakly significant 
(p=.067). For the contrast between non-adoption and selective adoption, the 
estimate is  significant (p=.049) as was demonstrated by an additional logistic 
regression between these two types (not reported). A unit change in company co-
orientation increases the number of full adopters for about six percentage points 
and the number of selective adopters for about seven percent.  These effects are 
very similar in the Netherlands:  Both contrasts are significant, (p=.008: non-
adoption and high performance; p=.016: non-adoption and selective).  A unit 
change in company co-orientation increases the number of full adopters by about 
five percentage points and the number of selective adopters by about six percent.  
 










Model 1 (Main Effects)    
Cost minimisation   - .032  .041  -.009 
Differentiation    -.022  .018   .004 
HR prominence    -.111  .055   .056 
Co-orientation    -.117  .057   .060 
Model 2 (Interaction Effects)    
Cost minimisation    -.032  .040  -.008 
Differentiation    -.027  .036  -.011 
HR exposure    -.126  .077   .049 
Co-orientation    -.146  .087   .059 
HR exposure x diff     .031 -.048   .018 
Co-orientation x diff     .038 -.037  -.001 
 
The fifth hypothesis is that the prominence of a HR department reinforces the 
relationship between full adoption and differentiation.  This hypothesis finds 
support in the Irish data.  The estimate for the product term between HR 





prominence and differentiation, accordingly, is negative and weakly significant 
(p=.073) for the comparison between non- and full-adopters. Moreover, the 
estimate for this product term for the comparison between selective- and full-
adoption is also negative, but, as expected, it is more strongly so for the 
comparison between non- and full-adoption. The effect of differentiation on full 
adoption thus increases by about six percentage points for each unit change in 
company co-orientation. A simultaneous unit change in differentiation and 
company co-orientation increases the incidence of full adoption by almost 18 
percentage points (.062 + .081 + .034).  In the Dutch case, the support is weaker.  
While the interaction between HR exposure and differentiation shifts the odds in 
favour of the adoption of the high performance bundle.  The estimates, however, 
are  not significant.  Although the interaction between HR exposure and 
differentiation is relatively weak, it should be noted that exposure to HR 
professionals has a significant main effect on the adoption of the high 
performance bundle in the Netherlands.  A one unit increase in HR exposure 
increases the likelihood of adopting the high performance HR bundle by six 
percentage points and decreases the likelihood of adopting none of the HR 
practices by 11 percentage points.   
 
The sixth hypothesis states that company co-orientation reinforces the negative 
effect of differentiation on selective adoption.  This effect was expected to hold 
primarily for the Irish sample only.  In accordance with these expectations, the 
odds of selective- as compared to full-adoption are decreased (although the 
estimate is insignificant: p=.23), as are the odds of non-adoption as compared to 
selective-adoption (p=.031; additional logistic regression). The odds of non-
adoption as compared to full adoption, however, increase slightly. These point 
estimates imply that a one-unit decrease in differentiation substantially changes 
the effect of company co-orientation on the selective adoption of the high 
performance HR practices by almost 16 percent points. A unit increase in 
company co-orientation combined with a unit decrease in differentiation results in 
a 17 percent higher probability of selective adoption (.097 - .086 + .157). The 
results also indicate, however, that the effect of differentiation and co-orientation 
on full adoption is only additive, summing to almost 10 percent points 
(.034+.062+.001). 
 
The seventh hypothesis was that this relationship was expected to be weaker for 
the Dutch sample.  In accordance with this expectation, a unit increase in 





company co-orientation combined with a unit decrease in differentiation results  
in only a nine percent higher probability of selective adoption (.087 - .036 + .037) 




Despite the fact that scholars predict a positive relationship between the high 
performance HR bundle and company performance, the adoption of these 
practices is however reported to be limited.  Moreover, the pattern of use among 
companies suggests that hybrid forms of HR management are prevalent.   In this 
chapter, a model was developed of the diffusion of the high performance bundle 
that is able to explain these stylised facts.   
 
The model distinguishes two stages of diffusion.  In the first stage, diffusion of the 
high performance bundle is driven primarily by efficiency considerations.  In this 
stage, companies pursuing strategies of differentiation find the bundle most 
promising approach for their operations, and are thus willing to bear the risk of 
adopting practices, which, at this stage, are relatively unknown.  The successful 
adoption of these pioneering companies sets the stage for the second wave of 
adoption.  The high performance bundle becomes increasingly associated with 
astute company practice.  Furthermore, its use becomes a signal of quality and 
innovation on the part of company management.  Consequently, companies that 
were heretofore unconvinced, now find merit in the benefits to be gained from the 
favourable reputation of these practices.  Not being in the position to make use of 
the full system however, such companies opt instead for a more selective 
approach to HR management.   
 
Like many sociological diffusion models, this model rests on the assumption that 
the rate at which innovative practices are adopted is a function of the degree of 
diffusion (i.e. the number of previous adopters).  This model, however, integrates 
the economic idea of profit maximisation with the sociological idea of an 
institutionalisation process in a novel manner.   While economic models generally 
assume that either the costs of innovations decrease due to economies of scale or 
that the use value of the innovation increases with the number of previous 
adopters due to network externalities, sociological models argue that a substantial 
number of previous adopters induce other firms to follow their example.   
 





Furthermore, this model has a number of non-trivial implications.  First, the 
model suggests that the relationship between the high performance HR bundle and 
performance follows an inverted U-shaped curve over time.  In the early stage, the 
performance outcomes are expected to improve over time, as differentiation 
companies learn how the practices can best be implemented and combined for 
optimum results.  In the second stage, the performance outcomes are expected to 
deteriorate, in the aggregate, as reputation-seeking companies jump on the 
bandwagon.  As a consequence, the average match between business strategy and 
the high performance HR bundle is less favourable.   
 
Second, and related to the previous point, the predictability of adoption also 
follows an inverted U-shaped curve with time.  Throughout the early stage, the 
relationship between differentiation and the bundle adoption strengthens, due to 
the increasing number of differentiating companies that adopt these practices. 
Once the reputation benefits become apparent, the profile of adopters becomes 
less clear, as the motivation to adopt becomes more heterogeneous.   A third 
implication of the model is that various forms of HR management adoption are 
expected to emerge over time.  While companies pursuing improved employee 
performance are expected to embrace the high performance HR bundle, it is 
expected that the less extensive selective will be adopted by reputation seekers.   
 
Finally, the model can be easily extended to account for ‘fads’ in HR 
management:  The high degree of diffusion in the second stage can be as 
attributed to the temporary and fleeting popularity of the practices.  In a third 
stage of the model, when the weakened association of the high performance 
bundle with performance and management capability becomes apparent, and 
when the signal value of the bundle fades, a substantial number of companies are 
expected to jump off the bandwagon.   
 
Although this model appears to be well suited to the Irish case, the same cannot be 
said for the Dutch case.  As shown in Chapter 7, the high performance HR bundle 
contributes neither to employee nor to corporate performances.  Consequently, the 
central mechanisms driving the diffusion process in the Irish case – the successful 
implementation of the bundle by differentiators –is absent in the Netherlands.  
Given the extent of embeddedness in international relations, however, it was 
assumed that the reputation of bundle in these circles would be sufficient to secure 
on-going adoption of high performance HR practices.  One implication of this is 





that there is no special motive for differentiators to adopt the high performance 
bundle. Under these circumstances, only reputation gains can be expected, and 
these are of benefit to high and low differentiators alike.   
 
Hypotheses derived from the model were tested empirically using cross-sectional 
data from both Ireland and the Netherlands.  The first set of hypotheses concerned 
the impact of business strategy on the adoption of the high performance bundle.  
Support was found for the hypothesis that companies in Ireland pursuing a 
differentiation strategy are likely to adopt the full range of HR practices.  As 
expected, the degree of differentiation had little or no influence in the Dutch case.  
For the Irish data, the hypothesis that companies emphasising cost minimisation 
as the principal component of their business strategy are reluctant to invest in the 
bundle was also substantiated.   
 
The exposure to previous adoption was measured by a company’s co-orientation 
to the activities of other companies.  It was found that, in accordance with 
expectations, co-orientation is associated with both the adoption of the high 
performance bundle and with selective approaches in both countries.  Further, the 
data showed that, for the Irish sample, companies combining strong co-orientation 
with low differentiation are predominantly selective adopters.  As expected, this 
was not supported for the Dutch case.   
 
Finally, the combination of HR exposure and differentiation has an extra effect on 
the likelihood of adoption in Ireland.  This relationship was found to be absent in 
the Netherlands, where the effect of HR exposure on its own was found to be 
substantial.  The data provide support not only for the effects of efficiency and 
interdependence on adoption but also confirm that these processes are not 
independent of one another.  Moreover, the study demonstrated that variables 
related to institutionalisation processes (HR exposure and co-orientation) play a 
relatively larger role in the Netherlands, while efficiency related concerns are 
more prevalent in Ireland.   
 
The empirical study reported here, of course, has a number of limitations.  First, 
the sample – in particular the number of full adopters – is relatively small, which 
limits the significance of the results.  More importantly, a rigorous test of the 
model would require longitudinal data about HR adoption.  The data and the 
empirically tested hypotheses pertain to the cross-section. 
Chapter 9 
             
  
Summary and Conclusions 
 
1.0 Overview:  research questions and theoretical approach 
 
 
In the HR management literature, it is frequently assumed that the most effective 
forms of HR management are those that are configured as a distinctive 'bundle' of 
internally consistent, mutually reinforcing practices.  A very prominent idea is 
that, rather than the application of individual practices, the bundle of high 
performance HR practices is most effective, as it invokes possibilities for 
complementarities or synergies within an appropriately aligned system (Huselid 
1995). The problem is that, while there is general consensus that the principal 
value of the bundle is in its capacity to boost employee work performance (Kohan 
& Osterman 1994; Lawler 1992; Levine 1995; Pfeffer 1998), the underlying 
theoretical concept of the bundle remains underdeveloped.  While there is a 
general insistence on the need to shift the focus of research away from single HR 
functions and toward developing an understanding of the effects of multiple 
practices (see Wright and Boswell 2002 for an elaborate discussion of this 
development), the definition of the bundle and the practices considered to be 
essential to its effectiveness vary substantially across studies.  For example, 
Becker and Gerhart (1996) examined five United States studies and found no 
single measure common to all the studies. Only two measures (self-directed teams 
and of problem-solving groups) were shared by four of these studies.   Just as 
pressing is the challenge to develop an explanation of why the high performance 
HR bundle should advance not just the employees’ but also the firm’s 
performance.   
 
This study has undertaken to address these gaps in the literature by specifying a 
theoretically grounded conceptual basis for the high performance HR bundle, its 
effectiveness, and its adoption.  The theoretical ideas developed for this study 
have been tested in companies operating in two European countries: Ireland and 
the Netherlands.   
 
 





Much of the empirical work conducted on the prevalence and effectiveness of the 
high performance HR bundle has been confined to the United Kingdom and the 
United States.  Perhaps one reason for this is that it is assumed that such practices 
cannot be transferred to cultures other than those of Anglo-Saxon background 
(Lawrence 1992; Pieper 1990). Empirical studies from the 1990’s, however, 
conclude that processes of internationalisation may be powerful enough to erode 
national practices and cut across boundaries.  As a result, companies in different 
European countries now appear to strive towards the same overall HR 
management strategies.  In fact Brewster 1993 found that while some variation in 
HR practice may be found among European countries, the only clear differences 
among the United States, United Kingdom, and other European countries 
concerned the desirability of sharing company-level benefits and risks with 
individuals and of paying for team performance (Brewster 1993; Sparrow and 
Hiltrop, 1994).   
 
Summary of the study - research questions and empirical findings:  Chapter 1 
introduced the study, and outlined the six research questions that have guided this 
study.  The objective of the first question was to develop a much-needed 
theoretical underpinning for the high performance HR bundle.  Developing this 
theoretical basis in turn prompted the question whether companies actually use 
this bundle of practices. The second research question of this study is therefore:  
Do companies in Ireland and the Netherlands use a distinct high performance HR 
bundle?  
 
If the effectiveness of the high performance bundle can indeed be attributed to 
‘complementarities’ among the constituent practices (Ichniowski, Shaw, 
Prennushi 1997; Huselid 1995) then performance effects should be contingent on 
adopting the full repertoire of high performance practices. This leads us to the 
third research question of this study which is: to determine whether there is 
evidence to suggest that the high performance bundle improves employee 
performance to a greater extent than other human resource management 
approaches used by companies, and further, whether complementarities between 
the constituent practices account for the superiority of the high performance 









The fourth research question considered whether the high performance human 
resource bundle improves company performance, and if so can this be attributed 
to the effects of the bundle on employee and production performance?  In order to 
answer this question, the relationship between the high performance bundle and 
company performance is specified theoretically, from its impact at the employee 
level to its effects at the production system level and, finally, to the level of 
company performance.   Particular attention is given to the moderating role of the 
company's business strategy and this forms the basis of the fifth research question: 
Does a company's business strategy moderate the relationship between high 
performance HR management and company performance?  Finally, the sixth 
question of this study is: What are the processes involved in the diffusion and 
adoption of these practices?  The theoretical framework developed to deal with 
this question integrates  'rational accounts' with insights into the power of 
institutionalisation processes in order to distinguish the conditions under which 
companies will adopt strategically from those under which companies will mimic 
the choices made by companies that are considered to be 'successful others'.   
 
The purpose of Chapter 2 was to derive a theoretical explanation of the 
relationship between the high performance HR bundle and employee 
performance, that is, an explanation of how HR practices affect the work 
behaviour of employees.  The micro-foundation used in this explanation is based 
on an application of framing theory to the employment relationship (Lindenberg 
1988; 2000; Mühlau 2000).  Here, the employment relationship is understood as a 
relationship of ‘weak solidarity’, in which both parties each pursue their own 
advantage, but in which personal gain can be realised only if the other party 
cooperates and shows goodwill.  This approach suggests that a principal function 
of human resource practices can be to establish and stabilise a weak solidarity 
orientation of the employee.  Incentive systems are the dimension of human 
resource practices that evoke a long-term gain orientation and align the interests 
between employer and employee.  Gifts work as relational signals, establishing a 
trust relationship between employer and employee and mobilises a relational 
frame that minimises opportunism.  Guidance and training practices play an 
important role in preventing the deterioration of these orientations.  Selection 
practices optimise the preconditions for weak solidarity. Together these five 
human resource practices were identified as the primary constituent practices of a 
high performance HR bundle.   
 
 






Framing theory was also used to explicate the relationships of complementarity 
among the practices.  It was suggested that by applying the five practice 
simultaneously, their effect on employee performance would be improved by 
three mechanisms.  First, when practices are consistent in their effect, they 
mutually reinforce the impact they exert on employee performance.  Second, the 
practices can flank each other.  Flanking refers to the strengthening of effect of the 
focal practice by putting in place practices that support the working of the focal 
practice.  Finally, practices can compensate for and thereby neutralise the 
potential negative effects of other practices.  Based on these ideas, it was 
suggested that the full complement (or bundle) of high performance HR practices 
would improve employee performance, surpassing other forms of HR 
management.   
 
Chapter 3 provides an overview of Ireland and the Netherlands.  After a short 
sketch of the socio-economic development of Ireland and the Netherlands, the 
education, the industrial relations systems and the cultural orientations of both 
countries were compared.  The chapter ends with an overview of the research in 
human resource management in the two countries.   
 
Chapter 4 set out the method of data collection used for the study.  In this chapter 
the advantages and disadvantages of several research designs for a study such as 
this were discussed.  Given the fact that an organisation survey is the most 
efficient and economical method to collect data both from a large number of 
companies and from two countries, this method was considered to be the most 
appropriate.  The response rates for this type of method are generally low and the 
main causal factor found associated with this is a lack of familiarity between 
sender and recipient.  This chapter outlined several steps used in order to 
circumvent this problem and improve the success of the data collection.  Response 
rates of 9 and 6.4 percent were secured for Ireland and the Netherlands 
respectively.  An overview of the sample revealed that the distributions of the 
samples were reasonably similar in terms of the sector and size of the companies.  
While the Irish sample was found to be biased in terms of more recently 
established companies and foreign-owned companies, the Dutch sample contained 









Chapter 5 began the search for evidence to suggest that the high performance 
bundle is actually applied in Ireland and the Netherlands. Given the elaborate 
commitment required to adopt all five practices and the potential loss of 
complementarity from adopting only some of the practices, it was suggested that 
companies would adopt either all or none of the practices.   It was consequently 
expected that, when clustering the data with respect to the five HR practices, a bi-
modal structure would be the most likely end result. Using a two-stage clustering 
procedure on pooled data, six different configurations of the five HR practices 
were identified.  These six types could be re-grouped into three different 
approaches to HR management.  In accordance with the working hypothesis, one 
approach  was characterised by the extensive use of all five HR practices.  
However, relatively few companies in either country use this high performance 
HR bundle.  In Ireland, 14 percent and in the Netherlands only 9 percent make use 
of this bundle.  In both countries, larger companies and companies with low union 
density are more likely to use this cluster.  
 
In both countries, the majority of the companies use hardly any of the five HR 
practices. Forty-six percent of the companies based in Ireland and 57 percent of 
the companies in the Netherlands were classified as having no distinctive 
approach to high performance HR management. To this group of companies 
belong smaller companies that use few, if any, of the practices or that make 
moderate use of some practices – primarily incentives and selection. Also in this 
category are companies that make little use of HR management apart from some 
fringe benefits and formalised programs.   
 
Contrary to the hypothesis of a bi-modal distribution of HR approaches, some 
companies were characterised by the selective adoption of high performance HR 
practices.  Two different clusters were distinguished within this category.  The 
first cluster makes extensive use of incentives, relational signalling and selection 
but neglects training and guidance.  Twenty percent of the Irish and 21 percent of 
the Dutch companies use this HR approach.  In both countries, this cluster is 
comprised of companies that are largely non-unionised but are quite well 
established.  The second cluster employs incentives, training and selection 
practices, but neglects relational signalling and guidance.  Twenty-two percent of 
the Irish and 13 percent of the Dutch companies use this HR approach.  In Ireland, 
smaller and more recently established companies and companies that are located 
 
 





in service sectors use this selective form of HR management.  In the Netherlands, 
there is no clear relationship with any of the correlates, with the exception that 
this approach is under-represented among manufacturing companies.  Taking 
these two clusters together, 42 percent of the Irish and 34 percent of the Dutch 
make use of a selective HR bundle.   
 
The overall pattern revealed by the cluster analyses did not really fit the 
hypothesis that the distribution of HR management types would be bi-modal.  On 
the contrary, it was found that a substantial share of companies adopted a hybrid 
form of HR management (a ‘selective’ approach), characterised by the adoption of 
some but not all of the HR practices.  This finding could be explained using either 
of two alternatives: either the theory of complementarity among the five HR 
practices is wrong or the adoption of high performance HR practices is not guided 
by internal 'efficiency’ concerns (e.g. costs benefit considerations) alone.  Later in 
this book, in Chapter 8, a theoretical model was developed to explain the adoption 
of hybrid forms of high performance HR management as a strategy for reputation-
seeking companies.   
 
Chapter 6 began by revisiting the common assumption that, due to its 
complementarity effects, the high performance bundle will surpass any other form 
of HR management in its impact on performance at both the employee and 
company levels.  Despite its prevalence, studies providing empirical support for 
this assumption are surprisingly rare. This challenge formed the primary objective 
for Chapter 6: seeking evidence to suggest that the high performance bundle 
improves employee performance more than do other HR approaches (the non- and 
selective-user approaches identified in Chapter 5).  A second objective of the 
chapter was to examine the question of whether the superiority of the high 
performance bundle could be attributed to complementarities among the HR 
practices. Empirical analyses were conducted separately on the data sets to test the 
hypothesis that the effects of the bundle cannot be reduced to the workings of its 
component practices.   
  
In Ireland, regressions on the indicators of work performance, cooperation, 
discipline of Irish employees suggested that the high performance bundle did 
indeed yield better outcomes than either of the other two types.  Regression results 
using the Dutch data showed no advantage for the high performance bundle as 
 
 





compared to the other HR approaches.  While regressions on employee work 
performance indicate that the high performance bundle produced better outcomes 
than the selective HR approach, the low-adoption approach fared even better.  A 
similar pattern was revealed by regressions on employee discipline: the high 
performance bundle again took second place to the selective approach to HR 
management.   
 
It appears that the high performance bundle is more than just the sum of its parts, 
although its impact is subject to variation across different national contexts.  The 
expectation that the bundle would have a positive effect on performance in both 
countries, and that the effects of single practice would disappear when controlling 
for the bundle effect was confirmed only for Ireland.  The Irish results indicated 
that implementing single HR practices does not guarantee improvements in 
employee performance. While relational signals continued to produce positive 
effects even when the high performance bundle was included simultaneously, the 
single practice effects were unable, in general, to lower the effects of the bundle 
on employee performance.  Specifically, controlling for single practices did not 
change the superior employee performance effect yielded by the high performance 
bundle.   
 
The story was quite different in the Netherlands, where no evidence was found of 
any systemic complementarities among the component practices of the high 
performance bundle.   Of the three HR approaches, the bundle performed best, 
when the approaches were entered into the analyses individually.  This 
relationship was reversed, however, with the bundle showing the poorest 
additional performance when the single practices were added to the analysis.    In 
the same analysis, it was also found that, as single practices, guidance and 
relational signals exhibited considerable positive effects on employee 
performance when controlled for the different HR management approaches.  
 
Chapter 7 examined the relationship between the high performance bundle and 
company performance.  Given that the bundle is much more elaborate than other 
HR management approaches, it stands to reason that the investments needed to 
implement its practices would also be more elaborate.  Obviously, no practice of 
any kind can improve a company’s bottom line unless its benefits outweigh its 
costs.  Neither theoretical nor empirical studies have given sufficient attention to 
 
 





incorporating the costs and benefits of implementing the high performance HR 
bundle.  To this end, Chapter 7 presented a general model depicting a causal 
relationship between the high performance bundle and company level 
performance.  The most important indirect path has three components.  First, it 
was expected that the high performance bundle would best enhance employee 
performance when compared to the other two HR approaches, due to 
complementarities among the five component practices.  Second, improvements at 
the employee level were in turn expected to have a favourable impact on 
production operations.  Third, production performance is subsequently an 
important determinant of company performance.  Improvements made to the latter 
are expected to be manifested at the company level as improvements in such areas 
as profitability and market share.    
 
The use of a differentiation business strategy was expected to play a moderating 
role.  Because production quality and innovation are vital to the ability of a 
differentiating company to compete, the positive relationship between the 
company's production and corporate performance were predicted to be stronger 
for companies pursuing strategies of differentiation approach.  The total effect of 
the high performance bundle was consequently hypothesized to have more 
positive effects on the corporate performance of differentiating companies than 
for those pursuing other business strategies.  For differentiating companies, 
therefore, it appears that the benefits of adopting the bundle should exceed the 
costs arising from its adoption.   
 
The general model was adapted to reflect the weak relationship that was found in 
Chapter 6 between the high performance HR bundle and employee performance in 
the Netherlands.  In the Dutch case, no relationship was expected between the 
bundle and employee performance, and it was not considered necessary to adapt 
any of the other predictions.  Employee performance was still considered to play a 
crucial role in high production performance and would subsequently have a direct 
impact on corporate performance.  For companies in the Netherlands, therefore, 
the high performance bundle was expected to incur costs for a company without 
yielding any ‘bottom line’ benefits in return.   
 
The results of the empirical analyses suggest that the model fits the Irish data 
quite well. In the Dutch data, the majority of the relationships were in the 
 
 





expected direction but the outcomes were small in comparison with the Irish 
results.  The results indicated that, in both countries, the direct effect (i.e. the cost 
effect) of the high performance bundle on company performance is negative or, at 
most, very small.   The effects of the bundle on employee performance were 
positive in both countries, but largest in Ireland.  This improvement in employee 
work behaviour in turn, boosted the performance of the company directly as well 
as indirectly, the latter by enhancing product quality and innovativeness in both 
countries.   
 
The results for the Irish data confirm the expectation that the indirect (i.e. the 
benefit) effect would offset the direct (i.e. the cost) effect so that the overall effect 
of the bundle on company performance would be positive.  In the Netherlands 
however it appears that the costs of implementing the bundle for the average 
company is a considerable drain on company performance.  As expected a 
negative total effect suggested that in the Netherlands the extent of costs for the 
average company are substantially larger than the returns.  
 
The expectation that the effects of the high performance bundle would be 
particularly important for ‘high differentiation’ companies was confirmed for 
companies in Ireland.  That the links between production and corporate 
performance were particularly important for high differentiators was evident in 
that the total positive effect was highest for this category when compared to 
companies pursuing other business strategies.   As expected the costs of the 
bundle had the least impact on the company performance of high differentiators, 
while these costs had the most negative impact on the performance of low 
differentiators.    
 
A two-stage model of the diffusion of the different types of HR management was 
developed in Chapter 8.    In the first stage of the model, the diffusion of the high 
performance bundle is driven by internal efficiency considerations.  The model 
assumes that, because of the gains the bundle could bring to differentiating 
companies, they would be willing to bear the risks associated with adopting the 
bundle during the early stage of the diffusion process.  Because the high 
performance bundle improves the operations of these companies, the model 
suggests that the HR practices would earn a favourable reputation among 
companies in general.  In the second stage of the diffusion model, companies 
 
 





pursuing strategies other than differentiation, because they lack the internal 
efficiency rationale of differentiators, would mimic in a limited way the actions of 
early adopters if they seek positive reputation effects by employing HR practices.  
The model suggests that these later, non-differentiating adopters would opt for the 
cheaper, more selective approach to HR management instead of the more 
elaborate and more costly full complement of practices.   
 
The hypothesis that differentiators in Ireland would be likely to adopt the high 
performance bundle was supported by the data.  Also as expected, the degree of 
differentiation had little or no influence in the Dutch case.  For the Irish data, the 
hypothesis that non-differentiating companies would be reluctant to invest in the 
high performance bundle was also substantiated.  The exposure to previous 
adoption was measured by a company’s co-orientation to the activities of other 
companies. In accordance with expectations, co-orientation was found to be 
associated with both the adoption of the high performance bundle and the 
selective approaches in both countries.  The data further demonstrated that, for the 
Irish sample, companies combining a strong co-orientation with a low degree of 
differentiation predominately adopt the selective approach to HR management.  
As expected, this was not supported by the Dutch data.   
 
Finally, the combination of exposure to the HR profession and differentiation 
increased the likelihood of adoption in Ireland.  This relationship was weaker in 
the Netherlands, where the effect of HR exposure on its own was found to be 
substantial.  The data provide support not only for the roles played by efficiency 
and interdependence (co-orientation) in the adoption of the high performance HR 
practices, but also confirm that these processes are not independent of one 
another.  Moreover, the study demonstrated that institutional factors (HR exposure 
and co-orientation) play a larger role in the Netherlands, while internal efficiency-
related concerns are more prevalent in Ireland.   
 
Overview of theoretical contributions 
 
Theory of high performance management:  Motivated by the longstanding 
absence of a theory of high performance HR management, this study has 
developed a framework within which to answer two crucial questions: what is 
high performance HR management and how does it work?  As with any theory, 
 
 





the development of this explanatory framework has required several steps.  First, 
it was necessary to clarify the oft mentioned but rarely explicated attribute of 
complementarity assumed to be inherent in the high performance HR bundle.  
Approaching this attribute theoretically, complementarities among practices allow 
a firm to increase the returns of carrying out some practices by increasing the 
usage of others (Milgrom and Roberts, 1995).  Applying this idea to the high 
performance HR bundle requires the explanation of why the combination of the 
five practices should have the effect of increasing their productivity beyond the 
levels that would have been expected had they been implemented individually.   
 
The framework developed for this study is broader than its predecessors, in that it 
extends the conceptual basis to consider three mechanisms of complementarity to 
explain the effectiveness of the high performance bundle. It builds upon insights 
provided by two approaches that seek to explain the bundle’s potential for 
complementarity in terms of productivity gains produced by the implementation 
of mutually reinforcing practices.  The first approach argues that the provision of 
formal training can be complemented by such practices as team-work and job 
rotation, which extend or reinforce the skills acquired though training (Ichniowski 
et al 1997 Foss 2000).  The second approach concerns the process of ‘flanking’, 
whereby productivity gains arise from practices each of which, having a different 
function, supports the effectiveness of the others (Kandel and Lazear 1992; 
Lindenberg 1993 Huselid 1995; Mühlau 2000).  To these insights, the framework 
developed in this study adds a third basis for complementarity, in which the 
various practices each compensate for the adverse effects of the others.       
 
Beyond the specification of complementarity mechanisms, the second step in 
developing the theory of high performance human resource management was to 
explain how and under which conditions a firm could hope for improvements in 
employee performance to be manifested at the level of company performance.  
Such an explanation must go beyond demonstrating associations between HR 
practices and single-level outcomes as employee or production performance.  The 
current framework therefore incorporates three levels of performance: employee 
performance, production performance and company level performance.  Further, it 
specifies relationships among these levels as particular ‘paths’ leading from the 
high performance HR bundle to company performance.  These paths form a basis 
for explaining how, having improved employee performance, the 
 
 





‘complementarity’ effects of the bundle can be translated into improvements in 
production and, finally, in company performance.   
 
The development of a theoretical basis for complementarity entails several 
implications.  First, the model implies that the effects of the bundle are not 
additive but interactive.  Second, the systemic features of the bundle imply that 
the bundle’s potential effectiveness depends upon the simultaneous application of 
all five practices.    Third, the bundle evokes costs as well as benefits; unless these 
costs are absorbed, the complementarity effects of the bundle may not result in a 
net benefit to corporate performance.  Fourth, because the high performance 
bundle represents a set of practices conducive to their competitive need for 
quality, companies using strategies of differentiation should be in the best position 
to absorb the costs of implementation, and therefore stand to gain most in terms of 
corporate performance.   A fifth implication of the model is that, for 
differentiators, the opportunity costs of not adopting the full complement of high 
performance practices can be expressed as the value of foregone productivity and 
performance gains (due to the three forms of complementarity) less the costs 
associated with implementing the bundle.  Finally, the model suggests that the 
five practices will co-evolve; rather than adopting them individually, companies 
will apply them simultaneously in order to reap the rewards of the bundle’s 
potential complementarity.   
 
Diffusion of organisational innovations - the case of the high performance HR 
bundle: 
 
The most appropriate approach to explaining the adoption of the high 
performance HR bundle is to develop a general model of organisational diffusion, 
using the high performance HR bundle as an example.  Such a model can 
illustrate the most important processes typically involved in the dissemination of 
innovative organisational practices.  As do many sociological diffusion models, 
this model rests on the assumption that the rate at which innovative practices are 
adopted is a function of the ‘degree of diffusion’, or the number of previous 
adopters.  This model, however, incorporates the economic concept of rational 
imitation into the sociological concept of the process of institutionalisation in a 
novel manner.   In this model the successful adoption of HR practices by pioneer 
companies create a favourable reputation of these practices which renders them as 
 
 





signals for high performance.  In this situation it becomes rational for the 
reputation seeking company to adopt these practices, albeit in a selective fashion, 
even if these practices do not contribute directly to a company’s ‘bottom line’.   
 
The high performance HR bundle:  grafted on or taken root?   
 
Mass production and marketing strategies are associated with the American 
experience and these have become standard features of European practice as well.  
Consequently, it may be tempting to assume that high performance HR 
management – and particularly its alignment with corporate strategy (Schuler and 
Jackson 1987) would be widely embraced by companies in and also similarly 
effective in various European contexts.  This study has provided the opportunity 
to examine the use and effectiveness of an array of five HR practices that are 
widely considered to be associated with high performance outcomes.  Among the 
most striking findings is that, while the bundle is indeed used in both countries, it 
is effective only in Ireland.  
 
This finding raises several questions.  First, why is the high performance bundle 
ineffective for improving company performance in the Netherlands?  Second, 
given the lack of benefits provided by the high performance bundle in the Dutch 
sample, why is the bundle  adopted at all?  Is the adoption of the bundle in the 
Netherlands simply to be understood as a fad or fashion that will fade in time, 
making way for the latest trend?  Will the high performance bundle continue to be 
used in Ireland and if so, is it likely to continue to be effective?    Answers to 
these questions lie outside the realm of the theoretical ideas developed for this 
study.  In the discussion that follows, therefore, relevant insights garnered from 
various theoretical approaches have been used to provide a framework for 
addressing these questions.   
 
The failure of the high performance bundle to mobilise employee performance in 
the Netherlands is the key mechanism leading to its ineffectiveness in generating 
improved company performance in that country.  Theoretical perspectives 
developed by Maurice et al. (1980) and Sorge (1991) demonstrate that 
institutional and cultural contexts shape strategic choices made by management in 
terms of organisational forms, activities and practices (Kochan, Katz and 
McKersie 1986).  In Chapter 7, it was suggested that the institutional environment 
 
 





in the Netherlands might impede the successful implementation of the high 
performance bundle, even as the Irish institutional context may foster its 
effectiveness. Differences in important societal characteristics of Ireland and the 
Netherlands have consequences for the effectiveness of company practices. 
Chapter 3 demonstrated key differences in terms of the distributions of education 
and skills, in prevailing employment and wage opportunities, and in the role 
played by the expectations and work orientations of employees.  In Chapter 7 
these were incorporated as significant societal factors that may moderate the 
relationship between the high performance HR bundle – and employee 
performance in these two countries  
 
As a moderating factor, it was suggested that the more generalised educational 
profiles and the greater differences in education and cognitive skills of Irish 
labour market participants versus the more developed and stratified vocational 
system and the more equal distribution of education and cognitive skills in the 
Netherlands, would produce different returns for selectivity and training practices 
in the two countries.  In Ireland, company-provided training is a vital supplement 
to the formal educational system.  Additionally, because educational credentials 
are a less reliable signal of the specific skills and work-related qualities in Ireland 
when compared to the Netherlands, selectivity should play a substantial role in 
Ireland as employers need to expend more effort in order to identify the applicant 
which best matches the job requirements.  
 
Results of the data analyses in Chapter 6 suggested that companies in the two 
countries differ significantly in terms of two practices: training and selectivity. As 
expected, the application of both practices was significantly higher in Irish than in 
Dutch companies.  Furthermore, of all five HR practices Irish companies appear 
to invest the most resources in the training and selection of their employees (for 
details, see Tables 2.1, 2.2 and 2.3, Chapter 2).    
 
The second societal effect factor suggested to moderate the relationship between 
the high performance bundle and employee/company performance was the 
different industrial relations systems that prevail in the two countries. The 
industrial relations has consequences primarily for effectiveness along the 
“benefit” dimension of high performance HR practices As outlined in Chapter 2, 
such benefits may take any of a number of forms, including relatively high wages, 
 
 





advantageous fringe benefits or long-term employment security.  Industrial 
relations in the Netherlands are traditionally characterised by neo-corporatist 
arrangements (Visser 1992), underpinned at the national level by an emphasis on 
collaboration between employer and employees.  As a consequence in the 
Netherlands many labour standards regarding fringe benefits, employment 
protection and employee representation are mandatory or governed by collective 
agreements at the industry level (OECD 1994). There is little variation, therefore, 
in the wages and benefits offered by companies in the Netherlands (Teulings and 
Hartog 2000).   
 
An additional difference between the industrial contexts of the two countries is 
that Dutch employees are under girded by a generous and elaborate welfare 
system, and are therefore less dependent on company-provided insurance and 
pensions than are the Irish.  Furthermore, it was suggested that the Irish 
experience of long-term massive unemployment results in the attachment of a 
particularly high value on long-term commitment given by companies.  As a 
consequence, it was suggested the relative benefits associated with the high 
performance HR bundle could be expected to be less effective in stimulating 
employee performance when applied in the Netherlands, where inter-company 
differences are smaller and the conditions of the labour market are more secure.   
 
Finally, the social values of Ireland may have more in common with the United 
Kingdom and the United States than with the Netherlands.  According to 
Hofstede's framework (1980; 1993), there are striking differences between the 
Dutch and the Irish and these differences suggest implications for the 
implementation of a high performance work culture.  The main differences found 
were with regard to the masculinity/femininity dimension and, to a lesser extent, 
that of uncertainty avoidance. While high masculinity is associated with a strong 
emphasis on earnings, competition, advancement and achievement (the Irish), 
high femininity is associated with an emphasis on harmonious working 
relationships, equality, the avoidance of conflict and the quality of working life 
(the Dutch).    In a masculine culture – Ireland, for example – a performance 
centred work culture is highly legitimate, and supportive HRM practices 
providing performance-contingent rewards will appeal to the strong advancement 
and achievement orientation of the people.   In a feminine culture – the 
Netherlands, for example – the possibilities of motivating employees through 
 
 





differential rewards are limited by the strong emphasis on equality and solidarity.   
Also in a feminine culture, high performance can be mainly achieved indirectly by 
cultivating a work atmosphere that is primarily perceived as harmonious and 
enjoyable.  Consequently, it was suggested that the high performance HR bundle, 
which incorporates strong incentives, would be difficult to implement in such a 
culture.  In line with this reasoning it should be noted that it was found that 
incentives are used less frequently in the Netherlands than in Ireland and, where 
they are in place, they may even have an adverse effect on employee performance 
(see Chapter 6).   
 
Considerable differences also exist with regard to the extent of uncertainty 
avoidance:  out of 53 countries, the Dutch rank 35th and the Irish 47th (Hofstede, 
1991).  In the work context, uncertainty avoidance implies mainly that employees 
are unable to cope with ambiguity and unstructured situations.  In these cultures, 
rules and regulations provide a sense of structure in what would otherwise be 
perceived to be unstructured environments. Further, uncertainty avoidance 
triggers a strong need for behavioural confirmation and for approval from fellow 
workers and supervisors.  The clarification of work-related expectations is 
therefore an essential component of employee well being. 
 
A company can prevent the occurrence of role ambiguity and provide orientation 
and support to the employee by taking an active role, for example, in the 
development of employees’ futures, their jobs and their careers.  Companies can 
also take steps to embed their employees in the prevailing organisational culture.  
Such efforts are referred to as ‘guidance’. Unlike the other components of the high 
performance HR bundle, guidance was expected to be more important and more 
effective in the Netherlands than in Ireland.  In accordance with this suggestion, 
the only dimension other than relational signalling found to be significantly 
related to employee performance in the Netherlands was guidance (Chapter 7).   
 
The second question framing the discussion in this section concerns why Dutch 
managers would ever adopt the HR practices in the first place, given the lack of 
benefits suggested by the Dutch sample. The apparent ‘irrational’ adoption of the 
high performance HR practice in the Netherlands can neither be explained within 
the scope of the theoretical ideas of this study but the literature, however, suggests 
 
 





four possible alternatives.  For the sake of clarity, relevant aspects of Ireland and 
the Netherlands will be compared throughout the discussion of these points. 
  
To begin, the paradox of the Dutch case may be due to the profile and structure of 
the function of HR in the Netherlands.  In Ireland, top HR specialists are most 
likely to come from within the organisation itself, reflecting a high degree of 
decentralisation and an extensive knowledge and understanding of the company’s 
business operations and its associated HR requirements.  On the other hand, top 
HR functions in the Netherlands are performed by specialists from other 
organisations or are contracted out entirely  (Sparrow and Hiltrop 1994; 
Hoogendoorn 1992). This situation has attracted the criticism that in-house 
personnel functions have become so specialised that they are unable to meet the 
needs of line managers (Hoogendoorn 1992; Sels 1992).   ‘Outsiders’ are less 
familiar or experienced with the operations and developments within a given 
company and this, in turn, makes tailoring HR arrangements to fit the particular 
needs of the company more difficult.   
 
The suggestion above should be tempered, however, by considering the fact that 
the role of HR in the Netherlands has traditionally been based on an accountancy 
background (Hoogendoorn, 1992).  In theory, such a background should imply a 
strong focus on such bottom-line considerations as cost control and labour 
efficiency.  This may, in fact, lie behind one aspect of the cluster structure in the 
Netherlands.  Of the companies that do not use the high performance bundle in the 
Netherlands, a majority (58 percent) fall into the category of ‘non-users’, which 
may very well reflect a cultural appreciation of frugality.    
 
A second explanation highlights the role played by local norms and values in the 
Netherlands.  Sorge (2001) discusses the very particular definition of the HR 
management function in the Netherlands.  As in many countries, this function is 
seen as having a greater purpose than the earlier, more restricted role of the 
personnel manager. What is distinctive, however, is the extent to which the HR 
function in the Netherlands has been endowed with a 'caring' or humanitarian 
dimension.  This conception of the HR function fits well with – and in fact reflects 
– the local sense of appreciation for tempering business with a sense of morality 
(or what Sorge refers to as “an infusion of preacher elements” (Sorge, 2001, p. 
80).    
 
 






The particular appreciation attached by the Dutch to the humanitarian dimensions 
of the HR function suggests normative isomorphism, as this dimensions is 
consistent with and may even symbolise local values and norms.  Under these 
circumstances, the HR function may be evaluated less in terms of its efficiency 
and more appreciated for its normative basis, that is its capacity to contribute to 
the quality of work life and issues of relational and solidarity in the workplace.  
While, on the face of it, this would be a coherent account, taking this position to 
its natural conclusion suggests that Dutch HR managers may be likely to engage 
only the guidance and relational signalling dimensions of the HR bundle.  
Analyses in Chapter 6 provided specific support for this expectation. What is not 
clear, however, is why, given their ineffectiveness, Dutch HR management would 
use the remaining three practices.  
 
A possible explanation is that, when the data were collected in the Netherlands, 
the diffusion process had not yet developed beyond the initial stages, and that it 
was consequently too early for companies to realise that the bundle was not 
effective.  This explanation is however problematic.  It may help to explain why 
differentiation was not (yet) related to adopting the bundle.  But this ‘early stage’ 
phenomenon would not mean that prevent the pursuit of a differentiation strategy 
from nevertheless moderating the impact of the bundle on performance at the 
employee and company levels.   According to the general model outlined in the 
previous chapter, unless differentiators experience improvements from adopting 
the bundle, it will not develop a reputation for delivering performance effects, and 
will thus be neither widely sought nor widely appreciated as a legitimate and 
innovative management technique.   
 
Another possible explanation for the paradoxical adoption of what, in the 
Netherlands, is an ineffective bundle of HR practices, can be traced to the 
economic recession experienced by this country in the 1970’s.   These 
circumstances created a climate within which activities were accounted for, 
luxuries were few and all belts were tightened, in an effort to ride out the leaner 
years.  Prior to this time, the role of the personnel manager was limited.  The 
institutional environment at that time was characterised by tripartite consultation 
aimed at achieving consensus between all concerned parties. This implied that 
managers operated largely in the absence of any autonomous personnel policy 
 
 





(Looise and Paauwe, 2001).  In these lean years, the role of personnel 
management was confined to the implementation of collective and labour 
agreements.  The 1980’s, however, ushered in an opportunity to overhaul.  The 
Wassenaar agreement marked a steady dismantling of bargaining at the national 
level.   These developments provided HR management with the scope to acquire a 
more strategic role and provided HR managers with the opportunity to gain the 
role of a strategic partner by persuading companies of the value of adopting HR 
practices.  Given the notorious lack of HR evaluation and cost/benefit analysis, 
HR managers may as a result of this lack been quite successful in ‘pushing’ for 
the adoption of these practices.  
 
The processes underlying the willingness of the Dutch to adopt the high 
performance HR bundle can be examined using the ideas of the theory of inter-
organisational imitation.  This theory argues that the likelihood of a practice being 
adopted by one organisation increases with the use by other organisations 
(DiMaggio and Powell 1983; Davis 1991; Haunschild 1993; Haunschild and 
Miner 1997).   Additionally, two other modes of imitation appear particularly 
appropriate in the Dutch case: trait-based and outcome-based imitation.  Trait-
based imitation assumes that organisations adopt practices that, in their use in 
other companies, have exhibited such traits as prominence or reputation.  
Outcome-based imitation describes a process whereby organisations imitate 
practices that appear to have produced good outcomes in the past for other 
organisations or contexts, and avoid practices that have produced bad outcomes.   
 
The reputation of the United States as a spearhead of capitalism earned American 
management practice and theory a favourable reputation.  For managers seeking 
association with highly regarded practice, then, the United States would be a 
desirable role model to imitate.   Sorge (2001) and Looise and Paauwe (2001) 
make the point that the Dutch tend to adopt international management ideas, 
particularly those originating in the United States. The findings reported in 
Chapter 8 provide empirical support for this explanation.   Three factors were 
found to have significant influence on the adoption of the high performance HR 
bundle in the Netherlands: status, imitation, and union density.   The hierarchical 
status of the organisational officials seeking to apply new practices affects their 
ability to persuade the ‘powers that be’ of the utility and appropriateness of 
adopting these practices.  The extent to which companies express admiration of or 
 
 





mimic the practices of other companies in their own decisions also affects the 
likelihood of adoption.  Finally, lower union density in the Dutch sample 
increases the likelihood of adopting the high performance bundle.  The latter 
finding reflects the increased leeway provided to HR management as unions and 
collective agreements recede, allowing HR managers to increase the field of their 
functioning.    
 
The future of the high performance HR bundle 
 
Most empirical studies conducted in Europe have had the purpose of seeking a 
modal form of HR management in single countries and, in the case of multiple 
countries, establishing whether this form differs among countries.  With respect to 
one set of five practices, this study has tried to establish how companies use these 
five practices, to identify factors affecting their adoption and to determine their 
effectiveness for the companies that have used them.  In addition, this study raises 
several important issues to be considered in future research.  First, it did not cover 
the implications of the high performance HR bundle for employee welfare.  More 
than ever before, finding an appropriate balance for employee well being is an 
important challenge for companies.  Changes in the employment relationship have 
led to dramatic changes in the expectations of both parties and in their 
commitment to that relationship.   
 
The role of relational signals has perhaps never been more important than it is 
currently.  Change and re-structuring have increasingly become an inevitable part 
of development.  Flatter hierarchies, greater flexibility, increasing responsibility, 
and outsourcing are all examples of how organisations must reconsider the ways 
in which they structure their work.  Non-standard forms of employment (Atkinson 
1984) have increased dramatically in many European countries (Brewster et al 
1994).  For employees working in these companies, the uncertainty accompanying 
these changes arises from such harsh corporate realities as shortened planning 
horizons within which the careers of employees can be accommodated.  As a 
result, employee behaviour has changed as has the ways in which employees are 
managed, thus leading to fundamental alterations in the relationship between 









The examination of how certain HR practices affect the levels of stress 
experienced by employees, their implications for facilitating a favourable balance 
between work and family, and their implications for solidarity among employees 
and between employees and employers represents a fruitful direction for future 
research.  Multi-level research designs involving the collection of data from both 
employees and companies should be particularly appropriate for this purpose, as 
this allows the testing of the nested-structure of the data, and the implications of 
high performance HR management for employee well-being.   As implied by the 
only prior study combining employee and organisational level measures 
(Applebaum et al. 2000), however, such designs tend to be confined to quite small 
and selective samples of organisations. The inclusion of several data collection 
points, particularly at the company level, would also be worthwhile.    
 
Given the barrage of ideas and advice that companies currently experience, a 
second fruitful avenue for research would be to confirm that the high performance 
HR bundle represents a long-term trend in company practice and not simply a fad 
that will, with time, disappear and be replaced.  Such studies would obviously 
require longitudinal data.  Panel data would be most desirable for examining the 
effectiveness dimension, and would provide insight into changes and 
developments in organisational practices while also permitting the unravelling of 
the infamous problem of confounding the relationship between company practices 
and company performance.  Although many suggest the desirability of 
quantitative performance data, the enormous difficulties associated with recruiting 
corporate participants willing to provide information on financial indicators 
inevitably raises the threshold of cooperation.  Relying on publicly available 
information restricts the sample to the select group of companies making this 
information available.  In this study, for example, relying on this type of data 
would have eliminated a large part of the Irish sample, because Irish companies 
are not obliged to make this type of information publicly available.   
 
Given that innovative work organisation practices are not correlated with the high 
performance HR bundle (Mühlau and Horgan 2003), the role of work design was 
not covered in this study.  Future research addressing the organisation of work and 
industrial relations practices would serve both to broaden and to deepen the scope 









Consideration should also be given to the fact that such generic typologies of 
business strategy as those articulated by Porter may not be a valid starting point.  
Generic strategies may not be mutually exclusive (see Hill, 1988).  Furthermore, it 
would be interesting to examine the process of strategy implementation, and in 
particular how this process involves a corporate learning process concerning HR 
management.  Because strategic planning is most likely to be a multi-stage and 
multi-level process, such research would ideally require a longitudinal, multi-level 
design.  Finally, the systematic examination of the implications of these issues 
would be of particular interest, given the important role played by country-
specific institutional arrangements and cultural orientations.  Such research would 
require the collection of both company and individual level data in a variety of 
countries.  
 
Appendix   
 
 Operationalisation and measurement details 
 
 
A1 Introduction:   
 
In this section, the details of the key measures used in the analysis in this study are 
outlined.  First the operationalisation of each of the variables will be presented.  By way of 
overview of details are provided regarding the items that have been used to measure the 
relevant concepts.  This is followed by some principal descriptive details for each of the 
countries and the differences between the countries are also presented. The section will first 
deal with the operationalisation of the high performance human resource practices before 
proceeding further with other explanatory and dependent variables.  Finally the details of 
the control variables conclude the appendix. 
 
 
A1.1 High Performance Human resource Practices 
 
 
1.  Incentives:  The incentives index is comprised of two aspects - performance incentives 
and training incentives.  At the heart of the incentives system is the idea that the employee's 
performance is tightly coupled to the chances of advancement within the company (i.e. 
either salary increments or promotions).  To establish the extent to which companies use 
performance incentives the following items were used:  (1) How important is merit or job 
performance in promoting employees to the higher positions of the largest occupational 
group in this firm?  (1=Not important; 5 Very important);  (2) How important is merit or 
job performance in compensating employees of the largest occupational group in this firm? 
(1=Not important; 5 Very important);  (3) Does this firm use performance related pay for 
the largest occupational group?  (0=No; 1=Yes). (4) Are performance appraisals used to 
assess the work of the largest occupational group?  (0=No; 1=Yes)  (5) Are bonuses given 
for good work attitude (e.g. conscientiousness) given to the employees of the largest 
occupational group in this firm?  (0 = No; 1= Yes);  (6) Are bonuses for team performance 
used for the employees of the largest occupational group?  (0=No; 1=Yes).   
 
 






Another aspect of a company's incentives system is the rewarding of employees for 
developing their training or skills portfolio either by compensating them directly for these 
accomplishments or by promoting them to a higher rank or scale within the company.  To 
measure the extent to which this is used by companies the following items were included in 
the questionnaire:  (1) How important are a variety of training or skills acquired by 
employees in promoting them to the higher positions of the largest occupational group in 
this firm? (1=Not important; 5 Very important);  (2) How important are specific training 
or skills as criterion for promotion to the higher positions of the largest occupational group 
in this firm? (1=Not important; 5 Very important);  (3) How important are training or 
skills acquired as criterion for compensating employees of the largest occupational group 
in this firm? (1=Not important; 5 Very important). 
 
With regard to many of the high performance human resource variables a frequent finding 
is that reliability analyses reveals low Cronbach's Alpha.  In the case of Incentives the 
Cronbach’s Alpha was found to be .55 - low according to the usual applied criteria. Given 
the role that reliability analysis plays in the selection of items for inclusion in scales and/or 
indices, the question arises as to whether all variables should be combined to form the 
summated scale/index.   In evaluating this it was felt that consideration should be given to 
the fact that it is unlikely that companies will use all of these practices together.  In fact it is 
more likely that companies will employ certain practices rather than others as some more 
than others will be considered appropriate for the firm's needs.  In this it can be said that 
firms are likely to engage in a substitution between the practices (for example, companies 
are unlikely to apply both a variety of skills and specific skills for promotion decisions).  
This tendency to substitute between the practices would be reflected in a low Cronbach's 
Alpha.   For this reason it was considered appropriate to include all of these practices in 
creating the training incentives scale. 
 
Table 1.0 outlines the descriptive details pertaining to the incentive system items outlined 
above.  This table presents the extent to which the items are used in the total sample, the 
extent to which they are used in Ireland, the Netherlands and finally, whether there are 
significant differences between the countries means.   
 






Table A1: Descriptive details of incentives systems used in Ireland and the  
Netherlands 
 
 Total Ireland Netherlands T-test 
Incentive system items 
(Range) 
Means S.D. Means S.D. Means S.D. t-value 
Merit for promotion 
(5 point Likert Scale) 
 4.3 0.8 4.7 0.6  4.2 0.8   4.66 
Merit for compensation 
(5 point Likert scale) 
 4.0 1.0 3.9 1.2  4.1 0.9 -2.17 
Pay-related performance 
(yes=1/no=0) 
 0.2 0.4 0.3 0.5  0.2 0.4   3.02 
Performance appraisal use 
(yes=1/no=0) 
 0.7 0.5 0.5 0.5  0.7 0.5 -3.44 
Bonus for  work attitude 
(yes=1/no=0) 
 2.0 1.7 1.7 1.5  2.0 1.8 -1.68 
Bonus for team performance 
(yes=1/no=0) 
 0.2 0.4 0.3 0.5  0.2 .04   2.72 
Variety of skills for promotion 
(5 point Likert Scale) 
 3.7 1.0 4.3 0.7  3.5 1.1   6.16 
Specific skills for promotion 
(5 point Likert Scale) 
 4.1 0.9 4.4 0.6  4.0 0.9   4.47 
Skills for compensation 
(5 point Likert Scale) 
 4.0 0.9 3.8 1.1  4.1 0.8 -2.27 
        
Performance incentives scale 
(z-scored) 
 
 0.0 1.0 0.1 1.1  0.0 1.0  1.29 
 
 
2.0   Selectivity:  In order that practices such as incentives be effective, the company 
would have to recruit a workforce that exhibits appropriate skills, knowledge and work 
experience. Careful decisions made at the outset concerning whom to hire is a decisive 
point in determining the 'quality' of workforce that a company recruits.  A second stage at 
which the company can screen its workforce is when it considers promotion applications.  
Selectivity is therefore a scale comprised of two sets of variables.  The first set pertains to 
the criterion used by the company during its recruitment phase, when it assesses the 
 
 





importance of certain employee work behaviours and characteristics.  These items are as 
follows:  (1) ”How important are good/suitable education credentials when recruiting 
employees to the largest occupational group of this firm?"  (2) "How important are specific 
technical skills or expertise in recruiting employees to this company?"  (3) "How important 
is good work experience in recruiting employees to this company";  (4) "How important is 
the potential or willingness to learn new skills when recruiting employees to this 
company"';  (5) "How important is the ability to work with others when deciding to recruit 
employees to this company?";  (6) "How important is it that employees be ambitious when 
deciding to recruit them to this company?"  (1=Not important; 5 = Very important).    
 
The second set of items relates to the priorities the company applies when selecting 
candidates for promotion in the company.  The items relevant to the promotion decision 
directed the respondent that each of the items pertain to employees of the largest occupation 
group in the firm.  These items are as follows:  (1) How important is leadership quality in 
promoting employees to a higher position in the firm?"  (2)  "How important is being a 
conscientious worker when deciding who to promote to a higher position of the largest 
occupational group?”  (3) "How important is being a hard worker when deciding who to 
promote to a higher position of the largest occupational group?";  (4)  ”How important is 
being an innovative worker when deciding who to promote to a higher position of the 
largest occupational group?  (5) How important is being an autonomous worker when 
deciding who to promote to a higher position of the largest occupational group?";  (6) How 
important is being a team worker when deciding who to promote to a higher position of the 
largest occupational group?";  (7) How important is being a long-term, committed worker 
when deciding who to promote to a higher position of the largest occupational group?" 
(1=Not important; 5 = Very important).   The Cronbach's alpha for the Selectivity scale is 
an acceptable .77.   
 






Table A2: Descriptive details of selectivity items used in Ireland and the Netherlands 
 Total Ireland Netherlands T-test 
Selectivity items 
(Range) 
Means S.D. Means S.D. Means S.D. t-value 
Education for recruitment 
(5 point Likert scale) 
3.2 1.3 2.6 1.5  3.4   1.2 -4.37 
Skills for recruitment 
(5 point Likert scale) 
3.7 1.2 3.6 1.3  3.7   1.1 -0.79 
Work experience for recruitment 
(5 point Likert scale) 
3.6 1.0 3.6 1.2  3.5   1.0  0.76 
Willingness to learn/recruitment 
(5 point Likert scale) 
4.3 0.7 4.6 0.6  4.3     .7  3.35 
Cooperative orientation/recruit. 
(5 point Likert scale) 
4.3 0.7 4.6 0.6  4.3     .7  4.10 
Ambition for recruitment 
(5 point Likert scale) 
3.4 1.1 3.7 1.2  3.4    1.1  2.61 
Education for promotion 
(5 point Likert scale) 
3.2 1.2 3.1 1.2  3.2    1.2  -.77 
Leadership quality for promotion 
(5 point Likert scale) 
4.2 1.0 4.5 0.8  4.1    1.0  3.21 
Conscientiousness for promotion 
(5 point Likert scale) 
4.1 0.8 4.4 0.8  4.0      .8  4.49 
Hard worker for promotion 
(5 point Likert scale) 
3.9 0.9 4.3 0.8  3.8      .9  4.64 
Innovative worker for promotion 
(5 point Likert scale) 
4.0 1.0 4.3 0.9  3.9    1.0  3.29 
Autonomy for promotion 
(5 point Likert scale) 
4.1 0.9 3.7 1.0  4.2      .8 -3.83 
Team worker for promotion 
(5 point Likert scale) 
4.3 0.8 4.5 0.7  4.3      .8  2.20 
Commitment for promotion 
(5 point Likert scale) 
4.2 0.9 4.0 1.0  4.2      .8 -2.17 
        
Full  Selectivity scale 
(z-score) 










3.0 Guidance:  While the company may provide incentives to its employees, guidance 
practices advise and orientate employees regarding the most effective decisions that they 
can make so as to secure the advancements available in the firm.  The first dimension of 
guidance measured was the extent to which a firm applyies practices that have the function 
to develop the career of its employees.  The items for this Career guidance scale are as 
follows:  "In terms of the employees of the largest occupational group, does this company 
use any of the following career development practices?  (1) Career guidance;  (2) Realistic 
career expectations;  (3) Psychological testing;  (4) Career assessment centres;  (5) 
Mentoring programmes (6) Career workbooks;  (7) Promotability forecasts (8) Career 
resource centres (9) Career programmes for women.  (0=No; 1=Yes).  The Cronbach's 
alpha for these items is an acceptable .70.  
 
Two further important dimensions were also included to construct the Guidance index in 
order to capture the extent of clarity and communication between the company and its 
employees regarding issues such as career development and promotion etc. The first 
therefore reflects the extent to which the expectations of management and supervisors 
regarding the behaviour and performance of their employees are clear and unambiguous.  
The purpose of the second was to measure whether management and supervisors clarify 
and communicate these expectations to employees in the company.  The latter aspect is 
partially captured by the career guidance scale (measuring the extent to which companies 
establish formal programmes such as mentoring, career guidance and realistic expectation 
programmes to support this communication).  For the former aspect, two measurements of 
expectation clarity have been devised and these are related to the expectations that the 
company uses in the recruitment process and in the promotion process.  Both of these 
measures are based on the idea that employees will experience more guidance when the 
company is clear about the performance and personality profile it wants from the 
employees it hires or promotes. According to this reasoning, a company that regards all 
attributes of a list of criterion as "important" (or "unimportant") for the recruitment or 
promotion of an employee, provides little orientation for the employees.  However, a 
company that emphasises only some employee characteristics as important while others are 
clearly not, is more decisive and thus provides greater guidance to employees.   
 
 





More technically, it is assumed that a list of potentially relevant attributes of employees for 
recruitment and promotion can be reduced to k distinctive dimension of employee 
behaviour and characteristics. The distinctiveness score D for a company regarding this k 














This distinctiveness score D has low values if the values the company assigns to the 
distinctive dimensions are equal; it has higher values the larger the average difference 
between the values of the dimensions are. 
 
The evaluation of the list of recruitment and promotion criteria by the respondents was 
strongly skewed to the right implying that most respondents found the majority of the items 
either 'important' or 'very important'.  As a consequence of this, the distinctiveness scores 
are quite strongly negatively correlated with the average evaluation across the different 
dimensions.  In order to avoid that the measurement of the company's expectations is 
confounded with relatively low expectations (see Selectivity above), the measures were 
adjusted for the average evaluation of the relevant dimensions.  The scores DRecruit and 
DPromote are thus the residuals of a regression of the original score on the average evaluation 
of these dimensions.   
 
Table A3:  Means and distribution of guidance ‘distinctiveness’ items 
 
 Total Ireland Netherlands T-test 
Guidance differentiation items Means S.D. Means S.D. Means S.D. t-value 
Distinctive promotion   .000 2.64   0.25 2.54  0.26 0.82   .957 
Distinctive recruitment  .000   .81 -.026 2.67  -.07 0.79 3.258 
        
Full guidance scale 
(z-scored) 
.000 1.00 0.11 1.00 -0.03 1.00  1.03 
 
Table A.3 reports the results of clarity to which companies specify their expectations.  The 
table shows that while there is no difference between the Irish and Dutch samples on efforts 
 
 





made to clarify promotion criteria, the Dutch yield significantly higher scores in terms of 
the efforts made to clarify recruitment criterion.   
 
4.  Relational Signals 
 
Relational signals were operationalised with three dimensions or aspects being measured.   
 
(i) The first of these is the extent to which a relatively high wage is paid to  
 employees.  The wage offered by the firm was established by using the following 
question "In this company, are the wages of the employees in the largest 
occupational group... 1= lower than or equal to the wages that are paid to 
employees in comparable employment; 2=higher than the wages paid to 
employees in comparable employment.   
 
 
(ii)   The second relational signal indicator was the extent to which the company is 
forthcoming in providing its employees with the possibilities to continuously 
advance and better their positions.  A key indicator of the employee's prospects of 
promotions within the company is the rate at which the company promotes its 
employees.  In this study the index of Promotion rate is operationalised by using a 
measure of the ratio of employees in the occupational group who have been 
promoted in the last year to the total number of employees in the occupational 
group.   
 
 
(iii)   Finally, the third indicator of the firm's generosity was measured by the extent to 
which it offers extras or perks to its employees.  The index Perks measures the 
extent to which companies offer their employees in the largest occupational group 
the following items:  (1) Profit sharing; (2) disability insurance;  (3) sick leave 
with full pay;  (4) savings assistance;  (5) provision of crèche facilities;  (6) costs 
of crèche or child minding;  (7) parental leave with full re-employment rights;  (8) 
dental care benefits;  (9) medical insurance;  (10) Restaurant facilities;  (11) 
assistance with elderly (0=No; 1=Yes).  
 






Table A4: Descriptive details of relational signalling items used in Ireland and  
the Netherlands 
 Total Ireland Netherlands T-test 
Relational Signalling items 
(range) 
Means S.D. Means S.D. Means S.D. t-value 
Perks 
(0-11) 
5.28 2.25  3.37 1.82 5.78 2.08 -9.51 
Promotion rate 
(0-1) 
0.49 0.50  0.43 0.50 0.50 0.50 -1.16 
Above average industry wages 
(0=No; 1=Yes) 
0.42 0.49  0.44 0.50 0.41 0.49   0.04 
Relational signalling scale 
(z-scored per country) 
   0.00 1.00 0.00 1.00  
 
 
5.  Training:  The extent to which the company offers its employees training is measured 
using the following items:  (1) Does this company use internal training programmes with 
employees of the largest occupational group? (0=No; 1=Yes);  (2) In the last 12 months, 
what percentage of the largest occupational group would you estimate directly received (a) 
on-the-job  in-house training, (b) off-the-job in-house training; (c) funded further 
education? (1=0-25%; 2=26-50%; 3=51-75%).  As the response categories for the 
dimensions of the training items differed, each was standardised before forming the index.  
The Cronbach's Alpha for this scale is .66.   
 
Table A5: Descriptive details of training items used in Ireland and  
the Netherlands 
 
 Total Ireland Netherlands T-test 
Training items 
(Range) 
Means S.D. Means S.D. Means S.D. t-value 
Internal Training programmes 
(0=No; 1=Yes) 
0.85 0.36 0.94 0.24 0.82 0.38  3.35 
Extent on-the-job training 
(1-3) 
2.15 1.09 2.69 1.14 2.01 1.03  4.78 
Extent off-the-job training 
(1-3) 
1.74 1.00 2.20 1.14 1.63 0.93  4.03 
Extent further education/funded 
(1-3) 
1.57 0.93 1.24 0.64 1.66 0.97 -4.60 
        
Training scale 
(z-scored) 










A2 Other explanatory and dependent variables of the study. 
 
Business strategy:   
 
In operationalising the business strategy the widely applied typology developed by Porter 
was followed (1985).  As elaborated upon earlier, according to this typology companies 
compete either by becoming the lowest cost producer of a product or service (Cost 
minimisation strategy) or by differentiating themselves from other competitors on the basis 
of product quality or innovativeness (Differentiation strategy).   The instrument suggested 




Differentiation business strategy:  
 
The operationalisation of the differentiation business strategy involved the use of the 
following items:  "How important are the following items in determining the business 
strategy of this company" (i) To improve the quality of product or service (ii) To develop 
innovative product/service;  (iii) To switch quickly between production of different 
product/service requirements;  (iv) To produce products/services for the higher-priced 
segments of the market;  (v) To develop new techniques and methods to market our 
products;  (vi) To penetrate/develop now markets.  The Cronbach's alpha for the merged 
data set is .72.   
 
Cost minimisation business strategy:   
 
The operationalisation of the cost minimisation business strategy involved the use of the 
following items in the Ireland sample:  "How important are the following items in 
determining the business strategy of this company"  (i) To provide products at prices below 
those of competitors' prices;  (ii) Cost containment (1=Not important; 5= Very important).  
For the Netherlands sample, the following items were also used.  "How important are the 
following items in determining the business strategy of this company":  Cost management 
 





regarding:  (a) the distribution of our goods and services (b) supplier costs;  (c) labour 
costs;  (d) technology and innovation costs.  The Cronbach's alpha for the Dutch sample of 
items is .70. 
 
Types of adoption  
 
In the model outlined in Chapters 7 and 8 (the relationship between the high performance 
practices and corporate performance and the adoption of the practices), a distinction was 
made between three types or approaches to the adoption of the high performance HR 
practices:  full, selective and low adopters.  This is based on the outcomes of the cluster 
analytical methods conducted in Chapter 5 where it was demonstrated that companies in 
Ireland and the Netherlands apply these three generic approaches or types of high 
performance human resource management.  To recap briefly, the full type involves all five 
of the HR practices being used extensively by companies and hence in Chapter 7, these 
companies were entitled full adopters of the practices.  A second group of companies invest 
in many, but not all, of the HR practices.  These are referred to as the selective adopters.  
The third type is characterised by their remarkably low use of HR practices. These are 
regarded to be Low adopters.  Eleven companies are full adopters (13.6%), 34 companies 
are selective adopters (42%) and 36 companies are non-adopters (44.4%).    
 
Full set of high performance HR practices:    
 
Using cluster analytical methods, empirical results demonstrated that companies apply 
three generic types of HR management (referred to as Low, Selective and High/Full - see 
Chapter 5 for details of the three types).  A dummy variable was created for the Full bundle 
which resulted in values of 1=company uses the Full set of HR practices and 0=other HRM 
approaches.   
 
HR prominence:   
 
The data unfortunately do not contain elaborate measures of the degree of exposure to the 
HR profession such as the extent of integration of HR networks etc.  As a proxy for this it 
was decided to use the status of HR management in the company.  This was measured by 
the involvement of HR management in decision-making and the position of the HR 
 
 





manager in the company hierarchy.  The following items were used: (1)  "In this company, 
major organisational decisions are usually made.... (a) Without the input of the HR 
function (b) with the input of the HR function" (0 = without; 1=with);  (2)  "On the 
organisational chart of this company, the top HR manager (a) reports directly to the CEO 
(=3);  (b) is two levels below the CEO (=2); is more than two levels below the CEO (=1)"; 
(iii) "In this company the CEO meets with the senior HR/Personnel Officer..." (a) 
Infrequently, (=1), (b) occasionally (=2), (c) frequently (=3). 
 
 




Total Ireland Netherlands T-test 
 Means S.D Means S.D. Means S.D. t-value 
HR decision making input 
(0-2) 
0.60 .43 0.85 .36 0.74 .44 2.249 
HR CEO contact 
(1-4) 
2.28 .72 2.70 .71 2.17 .69 5.944 
HR hierarchical position 
(1-4) 
2.83 .48 2.78 .65 2.84 .42 -.874 
 
Company co-orientation/mimicking:  
 
Since the data are cross-sectional, time-dependent aspects can only be measured indirectly.  
In the model outlined in Chapter 7, it is assumed that the successful implementation of the 
full set of HR practices results leads to the development of a ‘best practice’ reputation for 
the practices.  This implies that the practices can be considered as a signal of 
innovativeness and management capability.  The degree of a company’s co-orientation (to 
other companies) is used as an indirect measure of the company position in the second 
stage of the diffusion of the bundle as it captures the degree of exposure to the reputation of 
the HR practices.  Companies with a high co-orientation (i.e. that benchmark their HR 
activities, that orientate themselves towards presumed best practices and that are, in general 
aware of the HR management of other companies) are more likely to be reputation sensitive 
than other companies when determining their HR strategy. The two items used for this 
concept were as follows:  "How important are the following in determining what 
HR/Personnel programmes are implemented in this company?  (a) The HR practices of 
 





other competing companies;  (b) 'Best practices' of other companies. (1=Not important; 
5=Very important).   
 
Table A7. Descriptive details of company orientation/mimicking items in Ireland 




Total Ireland Netherlands T-test 
 Means S.D. Means S.D. Means S.D. t-value 
Best practices 
(5 point Likert scale) 
3.5 1.1 4.2 1.0 3.3 1.00 6.43 
Practices of competitors 
(5 point Likert scale) 
3.1 1.0 3.5 1.2 3.0 1.0 2.69 
 
 
A1.2 Dependent variables 
 
The measures employed to ascertain the company’s performance are relative or 
benchmarked in the sense that they are derived from questions that ask informants to assess 
organisational performance relative to the performance of industry competitors.  Although 
perceptual data undoubtedly introduces limitations through the possibility of increased 
measurement error and the potential for mono-method bias, it is not unprecedented to use 
such measures.  Research has found measures of perceived organisational performance 
correlate positively (with moderate to strong associations) with objective measures of firm 
performance (Dollinger & Golden 1992; Powell 1992).  In addition the use of perceptual 
measures permits an analysis of profit-making and non-profit organisations which would be 
more difficult if using objective firm performance data as this is generally unavailable for 
the latter. 
 
Additionally, while 'hard' financial measures are considered 'more desirable' by some, such 
financial measures of performance are much more difficult to acquire in Europe than in the 
United States of America.  Moreover, this would have confined the sample to those 
companies that render their profits as publicly available information.  Finally, accessing 
reports on profit making are infamously difficult in Ireland due to the tax relief measures on 
offer by Irish governments in the past:  companies are renowned for shifting their income 
streams towards Ireland in order to avail of more favourable tax breaks.  Perceptual 
 
 





measures are an established and regularly used method and moreover, are reported to be 
consistent with the findings of studies that use 'objective' indicators (Huselid, 1995).   
 
Performance measures:  
 
Three different aspects of performance are distinguished, the task and contextual 
performance of employees (employee performance), the quality and innovativeness of the 
products (production performance) and the profitability, turnover and market share of the 
company (corporate performance). A principal components analysis corroborated the 
expectation that these performance aspects form different dimensions of ‘organisational 
performance’: 
 
 A8.   Principal component factor analysis of performance items:  
Direct oblimin  
 
Performance items Components 
 1 2 3 4 
Relative sales .885 .073 .163 .204 
Relative market share .834 -.00 .166 .335 
Relative profitability .774 .098 .295 .323 
Employee theft -.01 .779 -.02 .076 
Employee aggression .157 .765 .334 -.02 
Employee drug/alcohol problems -.04 .746 -.07 .159 
Employee work neglect .287 .696 .414 -.07 
Relations between employees .127 .119 .881 .148 
Relative work performance .365 .080 .602 .346 
Relative innovativeness .366 .078 .170 .864 
Relative product quality .340 .118 .332 .851 
 
 
Employee performance:   
 
Employee work performance and employee cooperation have been measured using Likert 
scaling. Empagg is an aggregate of three constructs:  the first is a 5-point item which asks:  
“Compared to other similar companies in this country how would you rate this company’s 
performance over the past 3 years in terms of employees’ work performance” (1=much 
worse; 5=much better).  The second construct used was a measurement of between 
 





employee cooperation and this was operationalised with “Compared to other similar 
companies in this country how would you rate this company’s performance over the past 3 
years in terms of relations between employees” (1=much worse; 5=much better).  The third 
construct is a 4-item scale measuring different aspects of employee discipline.  The 
question asked was:  “How would you describe this company’s experience of the 
following… (i) Theft by employees, (ii) work neglect;  (iii) workplace aggression and;  (iv) 
employee drug and/or alcohol problems”  (1=Severe problems; 4= No problems).  Given 
the difference in response categories across these measurements it was decided that the 
variables should be standardised before aggregation. 
 
Table A9. Descriptive details of employee performance items in Ireland and the 
Netherlands 
 
Employee performance items 
(Range) 
Total Ireland Netherlands T-test 
 Means S.D. Means S.D. Means S.D. t-value 
Relative work performance 
(5 point Likert scale) 
3.54 .76 3.63 .81 3.52 .75 .262 
Between employee relations 
(5 point Likert scale) 
3.56 .73 3.88 .79 3.48 .69 .000 
Employee discipline scale 
(4-16) 
13.64 1.99 13.51 1.94 13.68 2.01 .497 
    Theft (1-4) 3.39 .72 3.46 .61 3.37 .74 .300 
    Drug/alcohol based problems 
    (1-4) 
3.50 .69 3.21 .72 3.57 .66 .000 
    Workplace aggression  
    (1-4) 
3.52 .59 3.44 .59 3.53 .60 .227 
    Work negligence 
     (1-4) 
3.24 .65 3.40 .61 3.20 .66 .015 
 
 
Production performance:   
 
The company’s production performance was operationalised by combining four 5-point 
Likert items.  These items were measured by the following:  “Compared to other similar 
companies in this country, how would your company compare its past 3 year’s 
 
 





performance in terms of (i)) product quality” and (ii) product innovativeness (1=much 
worse; 5=much better).   
 
Table A11. Descriptive details of production performance items in Ireland and the 
Netherlands 
 
Production performance items 
(Range) 
Total Ireland Netherlands T-test 
 Means S.D. Means S.D. Means S.D. t-value 
Relative product quality 
(5 point Likert scale) 
3.47 .75 3.43 .89 3.48 .72 -.443 
Relative product innovation 
(5 point Likert scale) 
3.50 .88 3.53 .93 3.50 .87 .299 
 
 
Corporate performance:   
 
The company’s corporate performance was operationalised by the use of six 5-point Liker 
items.  These items were as follows:  “Compared to other similar companies in this 
country, how would your company compare its past 3 year’s performance in terms of (i) 
Sales volume (ii) Market share” and (iii) Profitability (1=much worse; 5=much better).  
These items were standardised before being aggregated.   
 
Table A12. Descriptive details of company performance items in Ireland and the 
Netherlands 
 
 Total Ireland Netherlands T-test 
Company performance items 
(Range) 
Means S.D. Means S.D. Means S.D. t-value 
Relative sales volume 
(5 point Likert scale) 
3.52 .87 3.53 .97 3.51 .84 .170 
Relative market share 
(5 point Likert scale) 
3.44 .80 3.53 .81 3.42 .80 .102 
Relative profitability 
(5 point Likert scale) 
3.39 .96 3.51 1.1 3.36 .93 .939 
 
 






A13. Control variables 
 
 Total Ireland Netherlands T-test 
Control items (Range) Means S.D. Means S.D. Means S.D. t-value 
Logged establishment size  4.87 1.03 4.80 1.47 4.89 0.87 -0.546 
Log establishment age 3.59 1.07 2.93 1.37 3.77 0.89 -5.238 
Proportion employees unionised 
(0-1) 
0.35 0.31 0.48 0.46 0.32 0.24  2.961 
Food industry (dummy variable) 0.23 0.42 0.16 0.37 0.24 0.43 -1.757 
Process industry  
(Dummy variable) 
0.16 0.37 0.15 0.36 0.16 0.37 -0.345 
 
Flexible work organisation practices 
 
The degree to which firms apply flexible work organisation practices has been measured by 
operationalising three critical dimensions:  The first of these captures the high level of skills 
and work ability that are essential to the implementation of flexible work organisation 
practices.  The extent to which employees are highly skilled, are flexible and able to work 
autonomously is considered to be a very good reflection of the extent to which flexible 
work organisation practices are operating.  The extent to which employees are skilled and 
work autonomously has been measured using the following five items: "How much do you 
agree with the following statements about the work of the largest occupational group in 
this company? (i) Their work requires a high level of skill;  (ii) Their work involves a range 
of different tasks" (1=Strongly disagree; 5=Strongly agree);  "Regarding the largest 
occupational group, do employees make their own decisions about the following aspects of 
work:  (iii) scheduling of work;  (iv) work methods;  (v) work time"  (0=No; 1=Yes) 
(Cronbach's alpha of these items is .61).   
 
The second dimension of flexible work organisation measured is the extent of teamwork is 
used by companies.  In order to measure team work the following two items were selected:  
"Indicate the extent to which the following work practices are used"  (i) Self-managed team 
work (ii) semi-autonomous team work;  (1=Not used; 2=used with less than 50% of 
employees; 3=used with more than 50% of employees).  Considering that team work is 
measured with two items only, combined with the fact that these items are generally 
 
 





considered to reflect forms of team-work that are as substitutes, it was considered that these 
factors taken together would render a reliability analysis inappropropriate.   
 
The third dimension of flexible work organisation practices operationalised was total 
quality management.  This was measured using the following item:  "Indicate the extent to 
which total quality management is used in this company" (1=Not used; 2=used with less 
than 50% of employees; 3=used with more than 50% of employees).  Table A5 outlines the 
descriptive details per country for all of these flexible work organisation items.   
 
Table A14:   Descriptives of three dimensions of flexible work organisation items  
presented together for Ireland and the Netherlands 
 
 Total Ireland Netherlands T-test 
Flexible work organisation items 
(Range) 
Means S.D. Means S.D. Mean
s 
S.D. t-value 
Level of Skill 
(5 point Likert scale) 
3.25 1.11 3.86 1.08 3.09 1.08  5.64 
Range of tasks 
(5 point Likert scale) 
3.89 0.87 4.01 1.01 3.86 0.83  1.34 
Autonomous work schedule 
(1=Yes; 0 = No) 
0.35 0.48 0.38 0.49 0.35 0.48  0.47 
Autonomous work methods 
(1=Yes; 0 = No) 
0.54 0.50 0.38 0.49 0.56 0.49 -3.41 
Autonomy in work time 
(1 = Yes; 0 = No) 
0.17 0.38 0.28 0.45 0.15 0.35  2.39 
Extent of self-managed teamwork 
(1-3) 
1.68 0.70 1.47 0.74 1.74 0.68 -3.07 
Extent of semi-autonomous-work 
(1-3) 
2.02 0.68 1.72 0.70 2.11 0.65 -4.60 
Extent of total quality management 
(1-3) 
1.99 0.88 1.97 0.90 2.00 0.88 -0.20 
        
Flexible work organisation scale 
(z-scored) 
0.00 1.00 -.08 1.03   .02   .96 -0.83 
 
 






A2 Complementarities between the HR practices? 
 
Table A2.  Correlation of HR practices: 
 
 Incentives Training R. Signals Guidance Selectivity 
Incentives 1.00     
Training   .25**(.000) 1.00    
R. Signals   .25** (.000)   .29** (.000) 1.00   
Guidance   .27** (.000)   .33** (.000)   .28** (.000) 1.00  
Selectivity   .47** (.000)   .20** (.000)    .13    (.196)   .20** (.001) 1.00 
 
**  = Correlation is significant at the 0.01 level (2-tailed)   
 
Chapter 1 outlined the proposition that the dimensions of the high performance bundle are 
complements, suggesting that the dimensions that are adopted together will be mutually 
reinforcing.  Due to this complementary effect, it was expected that using the five HR 
practices together would also enhance employee performance.  A reflection of the 
complementarity attribute between the high performance bundle would be that the use by 
companies should exhibit a positive association between all five dimensions.  A 
correlational analysis procedure would be one appropriate method to examine this.  Table 
A2 outlines the results of such a correlational analysis.  The cells of the table contain the 
Pearson correlation scores and the respective significance levels outcomes are in brackets.  
The pattern of correlations reflect the degree of complementarities that exist among nearly 
all the HR practices as was suggested by the theoretical discussion in Chapter 2.  These 
outcomes are all significant at the .001 criteria (relational signals and selectivity being the 
exceptions).  This question of examining complementarity between the HR practices is 









A6:   Principal component factor analysis of business strategy items:  
Direct oblimin  
          
Business strategy items Components 
 1 2 3 
To produce products/services for high-priced market segment  .783 .013  .097 
To develop new techniques and method to market products/services  .752 -.000  .367 
To develop innovative products/services  .575 -.081  .261 
To switch quickly between production of different product/services  .548  .505  .085 
Cost containment -.047  .874 -.138 
To provide prices below competitors -.000  .647  .544 
To create recognition of co. reputation  .329 -.222   .708 
To improve quality product/service  .232  .058  .694 
 
 Samenvatting 
             
  
 
Achtergrond:  Werd eens human resource management beschouwd als een 
ondergeschikte functie in arbeidsorganisaties en een kostenpost waarop zoveel 
mogelijk bezuinigd moest worden, tegenwoordig wordt human resource 
management alom beschouwd als een fundamenteel aspect van strategisch 
management (Jackson and Schuler, 1995; Schuler and Jackson 1987; Huselid, 
Jackson and Schuler 1997; Youndt, Snell Dean and Lepak 1996).  Er wordt 
aangenomen dat het ontwikkelen van manieren om werknemers te motiveren hard, 
flexibel en snel te werken een cruciale bron van toegevoegde waarde is aan de 
activiteiten van een onderneming (Pfeffer, 1994; 1998). In de HR management 
literatuur is regelmatig verondersteld dat de effectiefste vormen van HR 
management bestaan uit een bundel van intern consistente en wederzijds elkaar 
versterkende praktijken. Het is een bekend idee dat,  meer dan de toepassing van 
individuele gebruiken, een bundel van high performance HR toepassingen de 
effectiefste is, omdat deze toepassingen elkaar tegelijkertijd aanvullen, en dus 
gezamenlijk een geschikt op elkaar aansluitend HR systeem vormen (Huselid, 
1995). Er bestaat algemene consensus over de stelling dat de waarde van de high 
performance bundel ligt in zijn capaciteit om de werkprestatie van werknemers te 
verhogen (Kohan & Osterman 1994; Lawler 1992; Levine 1995; Pfeffer 1998). 
Een probleem is echter dat het onderliggende theoretische concept van de bundel 
tot nu toe onderontwikkeld is gebleven. Bovendien wordt in het denken over hoog 
prestaties HR management niet zichtbaar dat de werkomgevingen die goede 
prestaties faciliteren en stimuleren naast hun innovatieve en ‘cutting edge’ 
kwaliteiten tevens hun ‘faam’ te danken hebben aan de (hoge) niveaus van stress 
die ermee gepaard lijken te gaan. Spanningen kunnen zelfs zo oplopen dat 
werknemers overspannen en/of opgebrand raken. Niet voor niets zien we bij 
bedrijven een neiging om de werk condities te herstructureren, als antwoord op de 
krapper wordende mogelijkheden, toenemende concurrentie en groeiende 
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onzekerheid (Cappelli, 1999; Klein, 1989). In de ontwikkeling van de theoretische 
basis van het concept van de high performance HR bundel zou rekening gehouden 
moeten worden met  deze blijkbare positieve én negatieve dimensies van high 





Dit onderzoek is ondernomen om de genoemde hiaten in de literatuur aan de orde 
te stellen. Daartoe werd een theoretisch gestuurde conceptuele basis voor high 
performances HR bundel, zijn effectiviteit en zijn toepassing gespecificeerd. De 
theoretisch ideeën die voor deze studie werden ontwikkeld, werden getest in 
ondernemingen in twee Europese landen: Ierland en Nederland. Veel empirisch 
onderzoek naar de invloed and effectiviteit van de high performance HR bundel  
heeft zich beperkt tot het Verenigd Koninkrijk en de Verenigde Staten. Een reden 
hiervoor is wellicht dat verondersteld wordt dat dergelijke HR praktijken niet 
makkelijk overgedragen kunnen worden naar culturen met een niet Angelsaksische 
achtergrond (Lawrence, 1992; Pieper, 1990). Empirische studies sinds de jaren 
negentig concluderen echter dat processen van internationalisering krachtig genoeg 
lijken te zijn om nationale praktijken te verzwakken en grenzen te doorbreken. Het 
gevolg is dat ondernemingen in verschillende Europese landen nu dezelfde alles 
omvattende HR management strategieën blijken na te streven. Zo vindt Brewster 
(1993) dat, alhoewel enige variatie in HR-beleid gevonden kan worden tussen 
Europese landen, alleen duidelijke verschillen tussen de Verenigde Staten, het 
Verenigd Koninkrijk en andere Europese landen wat betreft de wenselijkheid van 
met werknemers gedeelde ondernemingsopbrengsten en risico’s en teambeloning 




In Hoofdstuk 1 werd het onderwerp van deze studie ingeleid en de zes 
onderzoeksvragen geformuleerd, die richting hebben gegeven aan het vervolg van 
de studie.  De eerste onderzoeksvraag  - wat betekent het als men spreekt van een 
high performance human resource bundel? – vraagde de ontwikkeling van een 
noodzakelijke theoretische onderbouwing van de high performance human 
resource bundel.  De vervolgd vraag is of ondernemingen deze bundel van 
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praktijken werkelijk gebruiken. De tweede onderzoeksvraag van deze studie was 
daarom: Is er empirisch bewijs dat kan bevestigen dat de high performance bundel 
een op zich zelf staande HR management benadering is, die wordt gebruikt door 
ondernemingen in Ierland en Nederland? 
 
De effectiviteit van de high performance HR bundel wordt meestal toegeschreven 
aan het complementaire karakter van de samengestelde praktijken (Ichniowski, 
Shaw, Prennushi, 1994; Huselid, 1995). Complementair werd hier opgevat in de 
zin van intern consistente en elkaar wederzijds versterkende praktijken. Als de 
praktijken werkelijk complementair zijn, dan zou dit moeten blijken uit het feit dat 
prestatie effecten afhankelijk zijn van de toepassing van het volledige repertoire 
van high performance praktijken. De derde onderzoeksvraag luidde dan ook:  “Is 
er bewijs / aanleiding te veronderstellen dat de high performance HR bundel de 
prestaties van werknemers meer verbetert dan elke andere toegepaste benadering 
van een onderneming?” En in het verlengde hiervan “kunnen de complementaire 
relaties tussen de samenstellende praktijken de superioriteit van de high 
performance HR bundel verklaren?”  
 
De vierde onderzoeksvraag ging in op de vraag of  “de high performance HR 
bundel de prestaties van de onderneming als geheel verbetert en zo ja, of deze 
verbetering kan worden toegeschreven aan de effecten, die de bundel heeft op de 
werknemer en (zijn) arbeidsprestaties?” Om deze vraag te beantwoorden, werd de 
relatie tussen de high performance bundel en de prestatie van de onderneming 
theoretisch gespecificeerd. Deze theoretische specificatie hield in dat het effect van 
de high performance bundel op het prestatie niveau van de onderneming blijkt uit 
het effect van de bundel op werknemersniveau. Deze prestaties van werknemers 
beïnvloeden op hun beurt het productie systeem niveau, dat op zijn beurt een effect 
bewerkstelligd op de prestaties van de onderneming als geheel. Speciale aandacht 
werd gegeven aan de matigende rol van de ondernemingsstrategie van een bedrijf 
en deze kwestie vormde de basis voor de vijfde onderzoeksvraag: “Matigt de 
ondernemingsstrategie van een bedrijf de relatie tussen high performance HR 
management en de prestaties van een onderneming?”  De zesde onderzoeksvraag 
van deze studie tenslotte luidde: “Welke processen spelen een rol in de 
verspreiding en toepassing van high performance HR praktijken?”  Het theoretisch 
kader dat werd ontwikkeld om deze vraag te beantwoorden integreert  aspecten van 
rationele keuze theorie met inzichten over de invloed van 
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institutionaliseringprocessen. Een dergelijke integratie maakt het mogelijk de 
condities waaronder ondernemingen zich strategisch zullen aanpassen te 
onderscheiden van de condities waarin ondernemingen de keuzes imiteren van 




Hoofdstuk 2 ging in op de eerste van deze zes onderzoeksvragen. Het doel van dit 
hoofdstuk was om in een theoretische onderbouwing van het concept van de high 
performance HR bundel te voorzien. In de literatuur wordt algemeen verondersteld 
dat high performance HR praktijken de resultaten van een onderneming verbeteren, 
via hun effect op de prestaties van de werknemers. De eerste stap in de 
ontwikkeling van een theoretisch kader het expliciteren van de samenhang tussen 
high performance praktijken en prestaties. De explicitering concentreerde zich met 
name op een verklaring van het complementaire karakter van vijf high 
performance HR praktijken. Echter, voordat de complementaire relaties konden 
worden besproken was noodzakelijk eerst de vijf afzonderlijke praktijken kort te 
beschrijven. De eerste high-performance HR praktijk is training. Praktijken die 
samenhangen met training en ontwikkeling zijn de belangrijkste middelen 
waarmee een onderneming haar voorraad van menselijke hulpbronnen die zij nodig 
heeft voor haar werkzaamheden, kan verwerven, ontwikkelen en vasthouden. 
Training als activiteit  overstijgt vele grenzen, inclusief het onderscheid tussen 
onderwijs en training, on-the-job training en off-the-job training, en formele als 
ook informele training door werkervaring. De tweede praktijk is het management 
van de motivatie van werknemers door het gebruik van incentives of prikkels. 
Deze praktijk wint aan populariteit in ondernemingen waar men streeft naar het 
maximaliseren van de werkinzet van haar werknemers met behulp van een 
koppeling tussen beloning en verdienste. De ratio achter het systeem van incentives 
is dat als werknemers weten dat een grotere inzet leidt tot een grotere beloning, zij 
harder zullen werken om zo te kunnen profiteren van deze (extra) beloning. 
 
De derde praktijk, begeleiding, verschaft een werkgever de gelegenheid om wat hij 
verwacht en belangrijk vindt van werknemers te verhelderen en over te brengen. 
Dit stelt vervolgens de werknemers in staat tot een beter begrip van de 
prestatiecriteria en heersende arbeidsnormen en –cultuur in een onderneming te 
komen. Voorbeelden van begeleiding zijn vele vormen van context instructie en/of 
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feedback activiteiten, prestatie evaluatie, loopbaanontwikkeling en –
adviseringsprogramma’s. Bovendien kan een werkgever zijn werknemers ‘giften’ 
of ‘relationele signalen’  aanbieden, zoals een hoger loon, goede secundaire 
arbeidsvoorwaarden, carrière mogelijkheden en winstdeling. Dergelijke praktijken 
blijken samen te hangen met het opbouwen van vertrouwensrelaties en het creëren 
van een atmosfeer van wederzijdse samenwerking. Het toepassen van strenge 
selectie procedures tenslotte is de vijfde praktijk die is opgenomen in de high 
performance bundel. Selectie geeft een onderneming de mogelijkheid typen 
werknemers uit het aanbod van werknemers te selecteren die het best passen in het 
personeelsbestand van de onderneming. De fit van personeel en organisatie ofwel 
de compatibiliteit (verbindbaarheid) van mensen en de organisaties waarin zij 
werken, is een sleutel voor het onderhouden van flexibel en gecommitteerd 
personeel, dat nodig is in een competitief ondernemingsklimaat en een krappe 
arbeidsmarkt (Cable and Parsons, 2001). 
 
In de literatuur wordt gewoonlijk verondersteld dat de essentie van de effectiviteit 
van een praktijk of een set van praktijken in termen van zijn functies kan worden 
uitgelegd. Een dergelijke benadering van het concept van een ‘bundel effect’ 
resulteert echter in niet meer dan een explicatie van de som van de onderdelen. Het 
ontwikkelde theoretisch kader in hoofdstuk 2 veronderstelt dat de effectiviteit van 
de bundel niet alleen zou moeten worden uitgelegd in termen van de specifieke 
functie van elke praktijk, maar ook door de relaties die tussen de praktijken 
bestaan. In het meeste onderzoek wordt het potentieel effect van de afzonderlijke 
HR praktijken echter beperkt tot het beoogde effect van elke praktijk afzonderlijk. 
In deze studie werden ook de relaties tussen de vijf praktijken bestudeerd en de 
gronden van de interactie tussen de praktijken geëxpliciteerd. 
 
Drie complementaire relaties ontstaan uit een simultane toepassing van de vijf high 
performance HR praktijken. Deze drie relaties worden beschouwd als de centrale 
mechanismen, die het gezamenlijke effect van de afzonderlijke praktijken of wel 
het effect van de high performance bundel op de prestaties van werknemers kunnen 
verklaren. De praktijken kunnen aan elkaar gerelateerd worden door de 
overeenkomsten in de effecten van de afzonderlijke praktijken of door de 
verschillen tussen de praktijken. In het eerste geval kan het beoogde effect van de 
afzonderlijke praktijken versterkt worden door de verschillende praktijken tegelijk 
toe te passen. In het tweede geval, kan een praktijk gunstige condities creëren voor 
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de werking van de andere praktijk. Een dergelijk complementair effect wordt wel 
‘flanking’ genoemd. Het houdt in dat de toepassing van de ene praktijk een situatie 
bewerkstelligd waarin de andere praktijk meer effect kan sorteren. De laatste bron 
van interactie tussen praktijken ontstaat door compensatie. In dit geval blokkeren 
of voorkomen de verschillende praktijken de negatieven effecten van andere 
praktijken (zie hoofdstuk 2 voor een uitgebreide uitleg). 
 
Ierland en Nederland:  socio-economische context 
 
Hoofdstuk 3 bevatte een overzicht van de socio-economische en culturele 
kenmerken van Ierland en Nederland. Met behulp van de gebruikelijke statistische 
indicatoren, werd geprobeerd een beeld te schetsen van de economieën en de 
daarbij behorende instituten, praktijken en culturele oriëntaties van de beide 
landen. Afgezien van het duidelijke belang van een beschrijving van beide landen 
afzonderlijk, biedt een beschrijving tevens de mogelijkheid om de landen te 
vergelijken en de belangrijkste overeenkomsten en verschillen in de sociale 
contexten van beide landen aan te stippen. Het hoofdstuk werd opgebouwd uit 
twee paragrafen. De eerste paragraaf gaf een kort overzicht van de belangrijkste 
sociaal-economische condities van beide landen. Het ging in op de belangrijkste 
sociale indicatoren, zoals demografische gegevens, en op de voornaamste sociaal 
economische indicatoren van Ierland en Nederland. In de tweede paragraaf werden 
de sociale instituties beschreven, die gewoonlijk in verband worden gebracht met 
het verzamelen en activeren van menselijke hulpbronnen in een land. 
 
Uit het overzicht blijkt dat beide landen gekenmerkt worden door een open markt 
economie. De Ierse  economie heeft de laatste jaren een fenomenale groei 
doorgemaakt en haar handelsrelaties met Groot-Brittannië uitgebreid tot Europa en 
de Verenigde Staten. Nederland daarentegen kent een relatief lange traditie van een 
gevestigde, ontwikkelde en geïntegreerde Europese economie. Beide landen zijn 
evenveel erkend kampioen in het oplossen van langdurige werkloosheid. In beide 
landen wordt de groei in arbeidsparticipatie toegeschreven aan de stijgende 
deelname van vrouwen op de arbeidsmarkt. In beide landen vond de groei in 
werkgelegenheid met name plaats in de dienstensector. 
 
Als eerste werden de onderwijssystemen van Ierland en Nederland beschreven. 
Daarbij werd speciaal aandacht gegeven aan de implicaties van de verschillen 
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tussen de systemen voor de economie van de twee landen.  De indicatoren van de 
opbrengsten van de onderwijssystemen tonen aan dat  in Ierland de verdeling van 
de diploma’s meer gepolariseerd is dan in Nederland. De cognitieve vaardigheden 
(waarvan is gebleken dat zij nauw samenhangen met de kansen op het vinden van 
werk, salaris en met kansen op werk gerelateerde training (zie hoofdstuk 3 voor 
een literatuuroverzicht)) zijn in Ierland meer verspreid tussen en binnen de 
onderwijsniveau’s dan in Nederland. Het aandeel van mensen met alleen 
basisonderwijs en met een afgeronde universitaire opleiding is hoger in Ierland. In 
Nederland is het aandeel van mensen met een beroepsopleiding daarentegen veel 
groter. 
 
Een vergelijking van de afspraken die in beide landen gemaakt zijn om toezicht te 
houden op industriële relaties, maakt duidelijk dat de nalatenschap van het Britse 
systeem van industriële relaties nog steeds zichtbaar aanwezig is in de hedendaagse 
Ierse praktijk. Hoewel het Ierse systeem drastisch is veranderd en zich heeft 
ontwikkelt van een hoofdzakelijk conflict systeem van collectieve 
onderhandelingen in een systeem van partnerschap, verbleken deze 
systeemaspecten van ‘retained’ vrijwilligheid en de commitment tot consensus, 
onderhandeling en besluitvorming waarin regering, werkgevers- en 
werknemersorganisaties participeren als zij worden vergeleken met het 
Nederlandse systeem. Dit zijn tegelijk de belangrijkste verschillen tussen de 
systemen van industriële relaties van beide landen. De manier waarop vakbonden 
georganiseerd zijn, er over salarissen onderhandeld wordt en het minimumloon is 
geregeld, zijn kenmerken van een systeem van industriële relaties, die de 
loonverschillen tussen landen verondersteld worden te verklaren (Blau and Kahn. 
1996).  
 
In Ierland is de inkomensongelijkheid veel groter dan in Nederland. Dit wordt 
duidelijk in de wijze waarop het nationaal inkomen is verspreid over de bevolking 
in een land. Halverwege de jaren negentig was in Ierland de zogenaamde gini-
coefficient van het inkomen van huishoudens één van de hoogste in Europa, terwijl 
Nederland de laagste gini-coefficient van Europa had. In vergelijking met 
Nederland, is in Ierland herverdeling relatief belangrijker. Ook de verdeling van 
pensioenen en ziektekostenverzekeringen is veel meer ongelijk  in Ierland en 
afhankelijk van de werkgever. 
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In hoofdstuk 3 werd ook ingegaan op de meest saillante verschillen tussen de Ierse 
en Nederlandse culturele oriëntaties, die in de literatuur genoemd worden. De 
implicaties van deze culturele oriëntaties voor werk-relateerde onderwerpen 
werden ook besproken. Ieren hechten groot belang aan hoge salarissen, waardering 
en uitdaging. Dit betekent dat kansen en mogelijkheden voor promotie, hoge 
salariëring als ook het ontvangen van waardering en erkenning belangrijke 
aspecten zijn van wat een Ier beschouwd als een goede baan. Nederlanders 
daarentegen waarderen vooral goede werkrelaties met leidinggevenden, goede 
samenwerking met collega’s en zekere en wenselijke leefcondities (Hofstede, 
1994). Een ander verschil tussen Nederlanders en  Ieren heeft betrekking op de rol 
van onzekerheid in beide culturen. Nederlanders mijden onzekerheid meer dan 
Ieren. Zekerheid en veiligheid kunnen worden gewaarborgd door structuur, 
richtlijnen en prioriteit geven aan veiligheid en regelmaat. Concreet kan dit vorm 
krijgen in omvangrijke formele wetgeving en/of informele regelgeving die de 
rechten en plichten van werkgevers en werknemers reguleren. Ook interne regels 
en regulering met betrekking tot het werkproces  zijn een uitvloeisel van deze 
behoefte aan zekerheid en veiligheid. Ierland daarentegen heeft een veel lagere 
score op de risicovermijdings index. In zwakke risicomijdende culturen zoals 
Ierland, verwacht Hofstede dat regels alleen worden vastgesteld wanneer dit nodig 
wordt geacht. Verder wordt verondersteld dat in sterk risicomijdende culturen 
mensen bij voorkeur hard willen werken of tenminste altijd bezig willen zijn, 
terwijl in zwakke risicomijdende samenleving, mensen hard kunnen werken als 
daar noodzaak toe is, maar anders ontspanning en vrije tijd prefereren.  
 
Twee recente studies gaan in op arbeidswaarden van universitair afgestudeerden in 
Ierland (Kuol, 2002) en Nederland (Farag and Allen, 2002). Deze studies 
rapporteren gegevens, die gebruikt kunnen worden om huidige arbeidswaarden van 
Nederlandse en Ierse afgestudeerden te vergelijken. Uit de vergelijking van beide 
steekproeven blijkt dat Ierse afgestudeerden geneigd zijn het extrinsieke aspect van 
de loopbaanontwikkeling meer te waarderen dan het intrinsieke aspect, terwijl 
Nederlandse afgestudeerden juist dit laatste aspect het belangrijkste vinden. 
Bovendien blijken Ieren een hoog inkomen belangrijker te vinden dan goede 
interpersoonlijke relaties, terwijl Nederlanders juist een groter belang hechten aan 
een goed sociaal werkklimaat. Voor Nederlanders is dit de belangrijkste dimensie 
van hun werkervaring. (Farag and Allen, 2002).  
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Als laatste werden voor beide landen de ontwikkelingen in het gebruik en 
toepassing van human resource management besproken. Tegelijkertijd werd de 
mogelijkheid aangegrepen om een overzicht te geven van de belangrijkste aspecten 
in de huidige discussie over human resource management in Ierland en Nederland. 
Een groot deel van wat bekend is over HR management in Ierland komt voort uit 
twee grootschalige en prominente studies die in Ierland zijn uitgevoerd. In 
Nederland zijn geen studies bekend of beschikbaar, die een dergelijk materiaal 
bevatten. HR management is traditioneel in beide landen hoofdzakelijk het 
management geweest van problemen die betrekking hebben tot industriële relaties. 
Onderzoek naar de toepassingen van high performance HR praktijken en naar de 
effectiviteit van deze vorm van HR management is in beide landen beperkt. In 
Ierland kan het weinige onderzoek in het licht worden gezien van de sterke 
onderzoekstraditie naar industriële relaties, die lange tijd heeft overheerst. Dit heeft 
ervoor gezorgd dat het meeste onderzoek zich heeft geconcentreerd op de 
implicaties van buitenlandse investeringen op het besturen en onderhouden van de 
werkgelegenheidsrelaties in Ierland. In Nederland is de belangstelling vooral 
uitgegaan naar een uitvoerige uitwerking van de implicaties van de Nederlandse 
institutionele context en van het industriële relaties systeem in het bijzonder, op de 
richting en benadering van het management van menselijke hulpbronnen. Waar het 
Nederlands onderzoek de institutionele context als een restrictie voor de industriële 
democratie benadrukt, gaat het Ierse onderzoek vooral in op de effecten van 
veranderde vormen van HR management op de institutionele context (bijv. de 
vervanging van vakbonden). Dit suggereert dat in Ierland high performance HR 




In hoofdstuk 4 werd de gebruikte methode van dataverzameling uiteengezet. Het 
hoofdstuk biedt ook een overzicht van de problemen die tijdens de 
dataverzameling rezen en de stappen die zijn ondernomen om deze problemen op 
te lossen. Gezien de hoofddoelstelling van de studie, namelijk het komen tot 
generaliseerbare conclusies over de relaties tussen HR management en prestaties in 
beide landen, werd een enquête onder ondernemingen de meest geschikte methode 
voor de data verzameling geacht.  
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De data werden verzameld tussen juli 2000 en januari 2001. Een uitgebreide 
vragenlijst waarin vragen over een scala van human resource praktijken waren 
opgenomen, werd gestuurd aan de leidinggevende van de personeelsafdeling van 
een ondernemingen in de industriële en dienstensector in Ierland en Nederland. De 
eerste mailing werd gevolgd door een herinneringsbrief. In totaal werden 81 
bruikbare vragenlijsten van Ierse bedrijven met meer dan 50 werknemers 
geretourneerd. Dit aantal staat gelijk aan een respons van 9%. Van de Nederlandse 
aangeschreven bedrijven stuurden 311 de vragenlijst terug; een respons van 6.3%.  
 
Uit een vergelijking tussen de verdelingen van de Ierse en Nederlandse steekproef 
bleek dat de steekproef redelijk het zelfde waren in termen van sector en omvang. 
Daarnaast werden de steekproeven vergeleken met een grootschalige Ierse (the 
Cranet, E., 1995) respectievelijk Nederlandse studie (the Chamber of Commerce, 
2000) wat betreft omvang van de onderneming en verdeling van de ondernemingen 
naar branche. Hieruit bleek dat in de Ierse steekproef recentelijk gevestigde 
bedrijven en bedrijven met een buitenlandse eigenaar oververtegenwoordigd 
waren. De Nederlandse steekproef bevatte ondernemingen van alle categorieën. 
 
De toepassing van high performance HR bundels in Ierland en Nederland 
 
In hoofdstuk 5 werd een start gemaakt met de zoektocht naar empirische 
ondersteuning voor de toepassing van de high performance bundel in Ierland en 
Nederland. Gegeven de commitment die de toepassing van alle vijf praktijken 
vereist en het potentiële verlies van complementaire waarde als slechts enkele van 
de praktijken worden toegepast, werd verondersteld dat bedrijven ofwel geen 
enkele, ofwel alle vijf praktijken zouden toepassen. Om diezelfde reden werd 
verwacht dat het clusteren van de data die betrekking hadden op de vijf HR 
praktijken, zou leiden tot een bi-modale structuur. Een twee stappen clusteranalyse 
werd uitgevoerd op de twee samengevoegde steekproeven. Uit de analyse bleek dat 
drie verschillende configuraties van de vijf HR praktijken ofwel drie verschillende 
benaderingen van HR management konden worden onderscheiden. In 
overeenstemming met de hypothese, kon één HR benadering worden 
gekarakteriseerd als de high performance HR bundel. Deze benadering kenmerkt 
zich door een extensief gebruik van alle vijf HR praktijken. In Ierland en 
Nederland bleken verhoudingsgewijs weinig ondernemingen gebruik te maken van 
de high performance HR bundel. 14% van de bedrijven in Ierland en slechts 9% 
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van de Nederlandse bedrijven gebruiken de bundel. In beide landen zijn grote 
bedrijven en de bedrijven met weinig vakbondsleden meer geneigd om de bundel 
te gebruiken. 
 
De andere kant van de bi-modale verdeling van deze benaderingen richt de 
aandacht op bedrijven waar de vijf praktijken nauwelijks worden toegepast. Uit de 
analyses bleek dat in beide landen, de meerderheid van de bedrijven niet of in zeer 
geringe mate de vijf high performance HR praktijken gebruiken. 45% van de 
bedrijven gevestigd in Ierland en 57% van de bedrijven in Nederland werden 
geclassificeerd in deze lage HR-benaderingsgroep.  De bedrijven in deze groep 
bleken kleine en bureaucratische bedrijven te zijn, waar het HR management 
beperkt bleef tot extra secundaire arbeidsvoorwaarden en geformaliseerde 
programma’s. In tegenstelling tot de hypothese van een bi-modale verdeling, 
konden sommige bedrijven echter niet als hoog en niet als laag worden 
gekarakteriseerd. Deze bedrijven pasten de high performance HR praktijken 
selectief toe. 42% van de Ierse en 34% van de Nederlandse bedrijven gebruiken 
deze selectieve HR-benadering. 
 
Het algehele patroon dat uit de cluster analyse te voorschijn kwam, was niet geheel 
in overeenstemming met de bi-modale hypothese. Een substantieel deel van de 
ondernemingen bleek een hybride vorm van HR management (een selectieve HR-
benadering) toe te passen. Deze vorm van HR management wordt gekenmerkt door 
de toepassing van enkele, maar nooit alle HR praktijken. Deze bevinding kan op 
twee manieren verklaard worden:  of de theorie van complementaire waarde van de 
vijf HR praktijken is niet te verantwoorden, of de toepassing van de high 
performance HR praktijken wordt niet alléén ingegeven door efficiency (kosten-
baten) overwegingen. In hoofdstuk 8 werd een theoretisch model ontwikkeld dat de 
toepassing van hybride vormen van high performance HR management verklaard 
als een strategie van ondernemingen om hun reputatie te vergroten. 
 
High performance HR bundel en arbeidsprestatie 
 
In hoofdstuk 6 werd de belangrijkste veronderstelling van deze studie opnieuw aan 
de orde gesteld. Deze veronderstelling luidt dat doordat de high performance HR 
bundel de effecten van de afzonderlijke HR praktijken aanvult dan wel versterkt, 
de bundel betere effecten sorteert in termen van prestaties van individuele 
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werknemers en van de onderneming als geheel. Ondanks de gangbaarheid van deze 
veronderstelling, is het aantal studies dat deze veronderstelling empirisch kan 
ondersteunen verrassend genoeg uitzonderlijk klein. De vraag om empirische 
ondersteuning van de veronderstelling dat de high performance HR bundel meer 
dan alle andere HR-benaderingen (geen of selectieve HR benadering, zie hoofdstuk 
5) de prestaties van werknemers kan verbeteren, vormde de hoofddoelstelling van 
hoofdstuk 6. Het tweede doel van dit hoofdstuk was het onderzoeken of de 
superioriteit van de high performance bundel inderdaad kan worden toegeschreven 
aan het complementaire karakter van de HR praktijken Om te toetsen of het effect 
van de bundel inderdaad meer is dan de effecten van de afzonderlijke praktijken 
werden empirische analyses uitgevoerd op de twee afzonderlijke steekproeven.  
 
Uit de regressie analyses was naar voren gekomen dat in Ierland de werkprestaties, 
samenwerking en discipline van de werknemers inderdaad meer leken te 
verbeteren door de high performance HR bundel dan door het niet of selectief 
toepassen van afzonderlijke praktijken. De regressie analyses met gebruikmaking 
van de Nederlandse data, toonde aan dat in vergelijking met andere HR-
benaderingen, de high performance HR bundel geen extra voordeel opleverde. 
Alhoewel in Nederland de high performance bundel tot betere uitkomsten leidde 
dan de selectieve HR benadering, bleek het niet of nauwelijks toepassen van HR 
praktijken tot nog betere uitkomsten leiden. Een zelfde patroon werd zichtbaar 
voor de discipline van werknemers: opnieuw bleek de high performance HR 
bundel een minder grote positieve invloed uit te oefenen dan een selectief gebruik 
van deze praktijken. 
 
Ondanks dat haar invloed kan variëren tussen verschillende nationale contexten, 
blijkt de high performance bundel meer te zijn dan de som der delen. De 
verwachting dat de bundel een positief effect zou hebben op de prestaties in beide 
landen, en dat de effecten van de afzonderlijke praktijken zouden verdwijnen 
wanneer gecontroleerd werd voor het effect van de bundel werd alleen bevestigd 
voor Ierland. De Ierse resultaten geven aan dat het invoeren van afzonderlijke HR 
praktijken niet een garantie is voor een verbetering van de prestaties van 
werknemers. Terwijl relationele signalen hun positief effect behielden zelfs 
wanneer de bundel tegelijkertijd in het model was opgenomen, bleken de effecten 
van de afzonderlijke effecten over het algemeen het effect van de bundel niet te 
kunnen wegnemen. Met andere woorden zelfs na controle voor de effecten van de 
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afzonderlijke praktijken veranderde het effect van de bundel op de prestaties van 
werknemers niet. 
 
Voor Nederland gold een heel ander verhaal. De analyses gaven aan dat er geen 
indicaties waren voor een systematisch complementair effect van de high 
performance bundel. De high performance HR bundel had het grootste effect 
wanneer ook de andere twee andere benaderingen aan de analyse werden 
toegevoegd. Het effect van de bundel was echter tegen de verwachting in kleiner 
bij toevoeging van de afzonderlijke praktijken aan het model. Uit dezelfde analyse 
bleek dat, onafhankelijke van de bundel, de afzonderlijke praktijken begeleiding, 
en relationele signalen een aanzienlijk positief effect vertoonden op de prestaties 
van werknemers. 
 
High performance HR bundel en de prestatie van de onderneming 
 
Hoofdstuk 7 ging in op de relatie tussen de high performance bundel en de 
prestatie van een onderneming als geheel. Omdat de bundel een veel meer 
uitgebreid vorm van HR management is dan andere HR benadering, spreekt het 
vanzelf dat de investeringen die gepaard gaan met het invoeren van de praktijken 
ook hoger zullen zijn. Het is duidelijk dat geen enkele praktijk het eindresultaat 
van een onderneming kan verbeteren als de kosten van een praktijk de baten 
overstijgen. Theoretische en empirische studies hebben tot nu toe echter 
onvoldoende aandacht besteed aan de kosten én de baten van het invoeren van de 
high performance bundel. Daarom is in hoofdstuk 7 eerst een algemeen model 
opgesteld dat de causale relatie tussen de high performance bundel en het 
prestatieniveau van een onderneming beschrijft. De belangrijkste indirecte relatie 
in dit model bestaat uit drie componenten. Ten eerste werd verwacht dat in 
vergelijking met de lage en selectieve HR-benaderingen, de high performance 
bundel, door zijn complementaire karakter, het beste de prestaties van werknemers 
zou bevorderen. Ten tweede werd verwacht dat de verbeteringen op het 
werknemers niveau een positief effect zou hebben op de productiewerkzaamheden. 
De productiewerkzaamheden zijn een belangrijke determinant van de prestaties 
van een onderneming als geheel. Daarom werd als laatste verwacht dat 
verbeteringen in de productiewerkzaamheden zichtbaar zouden moeten worden op 
het ondernemingsniveau, bijvoorbeeld in hogere winsten of een groter 
marktaandeel.  De verwachting was dat het gebruik van een differentiërende 
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ondernemingsstrategie een versterkende rol zou spelen. Om te kunnen concurreren, 
zijn kwaliteit van de productie en innovatie van essentieel belang voor 
differentiërende ondernemingen. Om deze reden werd voorspeld dat de positieve 
relatie tussen de productie van een onderneming en de gemeenschappelijke 
prestaties sterker zou zijn voor die ondernemingen die op hetzelfde moment 
verschillende ondernemingsstrategieën nastreven. Logischerwijs, werd het totale 
effect van de high performance bundel op de prestaties van een onderneming als 
geheel verondersteld positiever te zijn voor de ondernemingen die een 
differentiërende ondernemingsstrategie volgen. In differentiërende ondernemingen 
zullen daarom de baten van het toepassen van de bundel groter zijn dan de kosten 
die met de toepassing gepaard gaan. 
 
Het algemene model werd zodanig aangepast dat het de zwakke relatie 
weerspiegelt, die werd gevonden tussen de high performance bundel en de 
prestaties van werknemers in Nederland (zie hoofdstuk 6). In het model werd geen 
relatie verondersteld tussen de bundel en de prestaties van werknemers in de 
Nederlandse situatie. Het werd niet nodig geacht om andere voorspellingen aan te 
passen. De prestaties van werknemers werden verondersteld een cruciale rol te 
spelen in de omvang van produktie prestaties en de produktie prestaties op hun 
beurt werden verondersteld een invloed uit te oefenen op de prestaties van een 
onderneming als geheel. Daarom werd verwacht dat bij gebruik van de high 
performance bundel Nederlandse ondernemingen hun kosten zouden zien oplopen, 
zonder dat zij daar de vruchten van zouden kunnen plukken. 
 
De resultaten van de empirische analyses geven aan dat gezien de goede model fit 
het model de Ierse situatie goed kan beschrijven. In de Nederlandse situatie waren 
de meeste relaties in de verwachte richting, maar in vergelijking met de Ierse 
resultaten klein. De resultaten laten zien dat het directe effect van de high 
performance bundel op de prestaties van een onderneming als geheel in beide 
landen negatief, of op z’n hoogst zwak positief is. De effecten van de bundel op de 
prestaties van werknemers waren in beide landen positief, maar in Ierland groter 
dan in Nederland. De verbetering in het werkgedrag van werknemers verhoogde 
direct en indirect de prestaties van de onderneming. In beide landen liep het 




De resultaten van de analyse van de Ierse data bevestigen de verwachting dat de 
directe en indirecte effecten, ofwel de kosten en baten van de HR bundel elkaar 
compenseren en dat het totale effect van de bundel positief is. In Nederland blijkt 
echter dat de kosten die gepaard gaan met het implementeren van de bundel voor 
de gemiddelde onderneming een aanzienlijke druk op de prestatie van de 
onderneming als geheel legt. Het onverwacht negatieve totaal effect suggereert dat 
in Nederland de omvang van de kosten voor de gemiddelde onderneming 
aanmerkelijk groter is dan de omvang van de baten. 
 
De verwachting dat de effecten van de high performance bundel met name 
belangrijk zouden zijn voor de hoog gedifferentieerde ondernemingen kon worden 
bevestigd voor de ondernemingen in Ierland. De samenhang tussen productie en 
prestatie van een onderneming bleek met name belangrijk te zijn voor 
ondernemingen die veel differentiëren. Dit kon worden afgeleid uit de bevinding 
dat het positieve effect tussen beide variabelen voor de ondernemingen die veel 
differentieren hoger was, dan voor ondernemingen die andere 
ondernemingsstrategieën nastreven. De kosten van de bundel hadden zoals 
verwacht het minst effect op de prestaties van ondernemingen die veel 
differentiëren, terwijl deze kosten de prestaties van onderneming die nauwelijks 
differentiëren het meest negatief beïnvloedden. 
 
Adoptie en diffusie van de high performance HR bundel 
 
In hoofdstuk 8 werd een twee fasen model ontwikkelt om de verspreiding van 
verschillende typen HR management te verklaren. In dit model wordt 
verondersteld dat in de eerste fase de verspreiding van de high performance bundel 
gestuurd wordt door efficiency overwegingen. Vanwege de potentiële opbrengsten, 
die de bundel ondernemingen die een differentiërende ondernemingsstrategie 
volgen zou kunnen brengen, wordt in het model verondersteld dat deze 
ondernemingen eerder bereid zijn om de risico’s te dragen die gepaard gaan met de 
toepassing van de bundel in de eerste fase van het verspreidingsproces. Het model 
veronderstelt dat het toepassen van de bundel resulteert in een gunstige reputatie 
voor deze bedrijven omdat de verrichtingen (bedrijfsresultaat) van deze bedrijven 
verbeterd zijn door de toepassing van de bundel. Voor ondernemingen die andere 
ondernemingsstrategieën volgen dan de differentiërende ondernemingsstrategie 
ontbreekt een beweegreden tot efficiency. Daarom veronderstelt het model dat pas 
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later, dus in de tweede fase van het verspreidingproces, deze ondernemingen de 
handelingen van de vroege HR toepassers in beperkte mate zullen nabootsen. 
Daarnaast veronderstelt het model dat deze niet differentiërende ondernemingen 
zullen kiezen voor de goedkopere en meer selectieve benadering van HR 
management in plaats van de meer uitgebreide en kostbare volledige set van HR 
praktijken.  
 
De data ondersteunden de veronderstelling dat Ierse ondernemingen die een 
differentiërende ondernemingsstrategie volgen waarschijnlijk de high performance 
bundel zouden toepassen. De mate van verspreiding had zoals verwacht weinig of 
geen invloed in Nederland. De Ierse data bevestigden tevens de veronderstelling 
dat niet differentiërende ondernemingen afkerig zouden zijn voor investeringen in 
de high performance bundel. Het blootgesteld worden aan de toepassing van de 
high performance bundel werd gemeten door de co-oriëntatie van een onderneming 
op de activiteiten van andere onderneming. Zoals verwacht bleek de co-oriëntatie 
in beide landen samen te hangen met de toepassing van de high performance 
bundel én de selectieve benaderingen. De gegevens lieten verder zien dat in Ierland 
ondernemingen die een sterk co-oriëntatie combineren met een lage graad van 
differentiatie, overwegend een selectieve benadering van HR management 
toepassen. Naar verwachting werd een dergelijk samenhang niet aangetroffen in de 
Nederlandse data. 
 
De combinatie van blootstelling aan HR management en differentiatie verhoogde 
de kans op het toepassen van high performance HR bundel in Ierland. Deze 
samenhang was in Nederland zwakker, alhoewel het effect van blootstelling wel 
duidelijk aanwezig was. De data ondersteunen niet alleen het belang van efficiency 
en onderlinge afhankelijkheid tussen ondernemingen voor het al dan niet toepassen 
van high performance HR praktijken, maar bevestigen tevens dat deze processen 
afhankelijk van elkaar zijn. Het onderzoek laat bovendien zien dat institutionele 
factoren (blootstelling en co-oriëntatie) een grotere rol spelen in Nederland, terwijl 
in Ierland juist efficiency gerelateerde overwegingen van groter belang zijn. 
 
De toekomst van de high performance HR bundel 
 
In hoofdstuk 9 werden de onderzoeksvragen en de belangrijkste aspecten van het 
theoretisch kader van de studie samengevat en besproken. Daarnaast bevatte dit 
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hoofdstuk een samenvatting van de belangrijkste empirische bevindingen. Verder 
ging het hoofdstuk in op de belangrijkste punten waarmee deze studie kan 
bijdragen aan de bestaande theoretische inzichten in high performance 
management en de verspreiding van de high performance HR bundel. Het 
hoofdstuk bood ook de mogelijkheid om het idee van de doorslaggevende rol die 
de sociale instituties en gebruiken van een land spelen bij het bepalen van de 
opbrengsten en verspreiding van de high performance HR bundel, opnieuw te 
bekijken en te benadrukken. Het hoofdstuk sloot af met een discussie over de 
toekomst van de high performance HR bundel. Allereerst werd aandacht gevraagd 
voor de belangrijkste ontwikkelingen die de laatste jaren hebben plaats gevonden 
in de arbeidscontext. Veel van deze ontwikkelingen konden niet in deze studie 
uitgebreid aanbod komen, maar zijn niettemin belangrijk voor het terrein van 
human resource management en het management van arbeidsrelaties in het 
algemeen. Deze paragraaf sloot af met suggesties voor verder onderzoek. Gewezen 
werd op de mogelijkheden van alternatieve onderzoeksdesigns en gegevens, en op 
problemen en valkuilen waarmee rekening gehouden moet worden om het 
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